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CANADA=—Land of Business Opportunity 


All who require first-hand information concerning trading conditions 
in Canada, marketing opportunities, import-export requirements, are 
invited to avail themselves of the services of Canada’s oldest bank 


BANK OF MUNTREAL 


47 THREADNEEDLE STREET, LONDON, €E.C.2 


Head Office: Montreal. 626 branches across Canada. Assets exceed $2,500,000,000 
‘Incorporated in Canada in 1817 with Limited Liability 























HASTINGS and THANET 
BUILDING SOCIETY 


Increased 
Share Interest Rate 


Any amount from £1 to £5,000 may be invested. Income Tax is borne 
by the Society and the dividend compares with a gross yield of nearly 
53° where the investor is liable to tax at the full standard rate. There 


is no depreciation of capital and excellent withdrawal facilities are 


available. 
Please call or write for full details and a copy of our booklet ‘“ Profitable 


Investment.”’ 


Hastings and Thanet 


BUILDING SOCIETY 


Established over 100 years Assets £18,000,000 
Head Offices: 
29-31 HAVELOCK ROAD, HASTINGS 44 QUEEN STREET, RAMSGATE 


99 Baker Street, London, W.!. 41 Catherine Street, Salisbury. 3-4 Cecil Street, Margate. 4 St. George’s 
Place,Canterbury 41 Fishergate, Preston. 88 Mosley Street, Manchester, 2. 111 New Street, Birmingham, 2. 














BRADBURY, WILKINSON & CO., LTD. 


eee 


DESIGNERS, ENGRAVERS & PRINTERS 
| of 
BANK: NOTES, POSTAGE STAMPS, 
BONDS, SHARE WARRANTS, 
CERTIFICATES, CHEQUES, 


and 


ALL DOCUMENTS OF SECURITY 


—_—§eee——_ 


HEAD OFFICE & WORKS: LONDON OFFICE: 
NEW MALDEN, SURREY 20 COLEMAN STREET, E.C.2 








TELEPHONE: WIMbledon 0033-4-5-6 TELEPHONE: MONARCH 7531-2 
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R-® This man helped Ferguson to 
organize their hire- 


purchase accounting 


Ferguson’s new Hire-Purchase Account- 
ing Department is working smoothly, 
using one Sensimatic. Here is Mr. R. R. 
Paterson, the Burroughs man who helped 
Ferguson to put their new system into 
operation. (Right) Part of Ferguson's 
Enfield factory. 


HIS STORY is about Mr. R. R. Paterson, one 
of Burroughs’ team of mechanized account- 
ing consultants. 

Ferguson Radio Corporation Limited are 
famous makers of radio and television sets. 
Increased business meant a new accounting job 
for them recently; they planned a new depart- 
ment to deal with hire-purchase, and decided 
to call in the Burroughs man. 

The Chief Accountant discussed the require- 
ments of the job with him, and he suggested 
one Sensimatic for the majority of the hire- 
purchase accounting. 

The Sensimatic is now used to raise debit on 
the payment and ledger cards—showing cash 
price, hire-purchase price, deposit and account 
number, and automatically printing a diminish- 
ing balance. The same machine fills in arrears 
letters with the balance due, the amount of 
arrears, account number and date. 

Ferguson also employ this one Sensimatic 
Accounting Machine for posting cash, as 
well as for preparing the Dealer’s Contingent 


Liability and for the Register of Agreements. 
The result is that Ferguson’s Hire-Purchase 
Department has worked smoothly from the 
start. It embodies a complete system, with clear, 
up-to-date records of all agreements. 

Whatever your business, if you have an 
accounting problem, the Burroughs man can 
help you solve it. Call him in as soon as you 
like; you’re committed to nothing, and his ad- 
vice is free. He won’t upset your system just to 
suit certain machines. Rather, he will make an 
appraisal of your needs, and then suggest an 
economical and workable solution. 

If he considers changes advisable, he will 
plan the complete new system, help you get it 
working efficiently, and make sure you always 
get full benefit from your Burroughs machines. 

Burroughs make the world’s widest range of 
Adding, Calculating, Accounting, Billing and 
Statistical Machines and Microfilm Equip- 
ment. Call in Burroughs today. Burroughs 
Adding Machine Limited, Avon House, 
356-366 Oxford Street, London, W.1. 


FOR SPECIALIST ADVICE ON MECHANIZED ACCOUNTING METHODS 


CALL IN THE <:jurroughs MAN 
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A modern bank directory designed to suit 
today’s banks, bankers and financial men 
everywhere. For easier, quicker, more complete 


reference, order your copy of the SEPTEMBER 1955 





EDITION. Your order is your guarantee of the 
finest in bank directory service. 


R. L. POLK & CO., /2tbshers 


130 FOURTH AVE.,NO. @ #£YNASHVILLE 3, TENN. 

















HEAD OFFICE: ROME 
f ) ESTABLISHED 1880 


KLEINWORT, 
SONS & CO. LTD. 
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BANKERS 


\ PAID UP CAPITAL and RESERVE 
L.3,000,000,000 


Established Cuba 1792 and 
London 1830 


: BANCO DI ROMA | 


ACCEPTANCE CREDITS 
FOREIGN EXCHANGE 
CAPITAL ISSUES 





20 FENCHURCH ST., LONDON, E.C.3 
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: 7 Guaranty Trust Company 
' of New York 


London Offices : 
Main Office 32 LOMBARD STREET, E.C.3 
4 Kingsway Office BUSH HOUSE, ALDWYCH, W.C.2 


Head Office 
140 BROADWAY, NEW YORK 

















PARIS : BRUSSELS 


Incorporated with limtted liability in the state of New York, U.S.A. 
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FRANKFEFUR 


Cables: Frankfurterbank 





Phone: 90131 Code: 
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FRANKFURT/MAIN GERMANY 
Established 1854 


FOREIGN TRADE BANK 


Telex : 041/1026, 041/235, 041/226 
Peterson International Code 3rd. Ed. (Petco) 











TURKIYE | 


HEAD OFFICE 


180 Branches in Turkey. 


S BANKASI 


>: ANKARA 


CAPITAL, RESERVES AND PROVISIONS: T.L. 80.590.000 
DEPOSITS: T.L. 713.463.446 


Foreign Branches : Alexandria, Nicosia 


Correspondents throughout the World. 


COMPLETE BANKING SERVICE. 








As it is the leading Commercial, Deposit Bank of Affair of Turkey it is in a position to help 
the prospective foreign investors in Turkey, or, if necessary, to co-operate with them. 











Invest in Success ! 


oO 
1 TAX FREE 
4 INTEREST 
Oo (Equals almost 53°, gross) 


Has been consistently paid to all 
our investors. They also enjoy ab- 
solute security, day to day interest, 
immediate cash withdrawals and 
have no charges whatever to pay. 


New Investments can NOW be 
accepted from £50 to £5,000 





Write to Dept. 23 for the free brochure ‘ Safe Investments’ 





THE LION BUILDING SOCIETY 





CHISLEHURST, KENT Telephone: imperial 2233/4/5 | 
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THE SCOTTISH LIFE 
ASSURANCE COMPANY Lid 


has New and Well-designed Life 
Assurance and Pension Schemes 
to meet all modern needs 


MAY WE ADVISE YOU ON 
YOUR OWN AND YOUR 
CLIENTS’ NEEDS? 


Consult 
Head Office: London Office: 


19 Se. Andrew Sq. 6 Old Jewry 
Edinburgh London, E.C.2 


BRANCHES IN ALL THE PRINCIPAL CITIES 


A COMPANY THAT 
HAS ALWAYS PAID A BONUS 
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TRADE 


AUSTRALIA AND NEW ZEALAND BANK LTD. 
HEAD OFFICE: 71 CORNHILL, LONDON, E.C.3. Phone AVEnue 1281 
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Enquiries welcomed on 



































OVER 800 BRANCHES AND AGENCIES 
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UNITED 


to open connections there. 





(Incorporated in India. Liability of Members is limited) 


2 ROYAL EXCHANGE PLACE, CALCUTTA 


London Office: 15 THROGMORTON AVENUE, LONDON, E.C.2. 


* 

G. D. BIRLA, Esa., Chairman 
AUTHORISED CAPITAL ............ Rs. 80,000,000 
SUBSCRIBED CAPITAL ............ Rs. 40,000,000 
ee ees ea ve eeoe es Rs. 20,000,000 
$< 4) 2). |) rr a paras Rs. 8,650,000 

* 


With Branches at the leading centres of Industry and Commerce in India, Pakistan, Malaya, 
Burma and Hongkong, The United Commercial Bank is well equipped to serve Banks, 
Commercial Institutions and individuals carrying on business with the East or intending 


THE 


COMMERCIAL BANK 


LIMITED 


Head Office: 


S. T. SADASIVAN, General Manager 
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Head Office 





MARTINS BANK 


LIMITED 








DISTRICT OFFICES IN LONDON, 
LEEDS, LIVERPOOL, 
MANCHESTER, BIRMINGHAM, 
NEWCASTLE upon TYNE 
and 
Over 600 Branches throughout the Country 


AGENTS ALL OVER THE WORLD 








London..District Office: 68 Lombard Street, London, E.C.3 


HEAD OFFICE : 


TOTAL ASSETS (at 30th June, 1955): £330,928,759 


WATER STREET, LIVERPOOL, 2 





























The 


nine lives 


of 
Major Guy 
Peverille- 


Peake 


UY PEVERILLE-PEAKE is not 

J a man to make the headlines in 

the great national dailies; but it’s surprising 

how frequently you come across his name in 

the local weekly and in certain professional 

quarterlies. Leading nine lives has much to do 

with this, for Peverille-Peake is a man to be 
reckoned with — locally. 

He runs a market garden on his seven acres 
out Taunton way, so he’s employer to a few 
souls in the village. He’s Chairman of the 
Parish Council and a Church-Warden. He is 
active in local T.A. circles, canvasses diligent- 
ly for his party at election times, holds a 
trusteeship for the Village Hall (he’s a stock 
character in the productions of the Amateur 
Dramatic Society) and — perhaps this is a 
little surprising — he’s an acknowledged au- 
thority in the county on Saxon Somerset. 

Peverille-Peake, nine lives and all, is not an 
unusual phenomenon. There are thousands 
like him who individually and collectively 
exert a tremendous influence on others. As 








local leaders they are listened to with defer- 
ence. Their tastes, decisions, prejudices and 
enthusiasms affect what others do and think. 

It is the Peverille-Peakes of this world who 
form the backbone of the readership of THE 
LISTENER—the national weekly with unique 
influence among well informed people of 
divers interests. 

Advertisers who wish to appeal directly and 
economically to a selective market of people 
of influence and discrimination will find 
no better medium than the advertisement 
columns of THE LISTENER. 


Average Weekly Net Sales (ABC) Jan.—June 1955, 139,752 





Carries influence with influential people 


A BBC PUBLICATION. ALL ENQUIRIES TO: TOM HENN, HEAD OF ADVERTISEMENT DEPT., BBC PUBLICATIONS, 35 MARYLEBONE HIGH ST., LONDON, w.1. 














Spanning 
the East 


Branches of The Chartered 

Bank of India, Australia and 

China under British management 

directed from London are 
established in most centres of 
commercial importance throughout 
Southern and South Eastern Asia and 

the Far East. At all these branches a 
complete banking service is available 

and, in particular, facilities are provided 

for the financing of international trade in 
co-Operation with the Bank’s offices in 
London, Manchester and Liverpool, its 
agencies in New York and Hamburg and a 
world-wide range of banking correspondents. 
In London and Singapore the Bank is 
prepared to act as executor or trustee. 


THE CHARTERED BANK OF INDIA, 
AUSTRALIA AND CHINA 


CUncorporated b7 Royal Charter, 1853) 


Head Office: 
38 Bishopsgate, London, E.C.2 
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AN ASSURANCE 
OF SAFETY 


— 


sie entrusted to the Church of 
England Building Society is quite free 


from any risk of depreciation. Substantial 


a 


mortgage holdings, carefully selected and 
judiciously distributed, afford an exceptional 
degree of security to investors and depositors, 
while an attractive, regular return without 
liability to income tax is assured. 


Paid-up £25 shares are issued at any time, 
to the maximum individual holding of 

















£5,000. Interest payable half-yearly on 
31st May and 30th November. 


SHARE INTEREST 3% 
DEPOSIT INTEREST 2:3°% 


| Income tax paid by the Society 


| ASSETS EXCEED £9,000,000 
RESERVES £430,000 


A copy of the latest balance sheet, with form of 
application, will be sent on request 


CHURCH OF ENGLAND 
BUILDING SOCIETY 


| 6 & 7, New Bridge Street, London, E.C.4 
Telephone: FLEet Street 8455 Incorporated 1882 


DIRECTORATE: 
CHAIRMAN: J. Gordon Elsworthy, F.R.JI.C.S., F.A.L., 
F.R.San.l. 


DEPUTY CHAIRMAN: S. Vvyvian Hicks, P.P.R.I.C.S. 
F.A.I. 


B. Christian Briant, M.B.E., M.A., F.R.1.C.S., F.A. 
| Charles Geen H. Pearce Gould 

Elliott W. Jackson, L.R.I.B.A. 

| Geoffrey G. Rogers, T.D., F.R.1.C.S., F.A.1. 
SECRETARY: William Cook, F.B.S. 
ASSISTANT SECRETARY: James Groves, F.B.S. 


| 7 
| Regional Offices: 
BOURNEMOUTH, 1149 Christchurch Road, Boscombe 
TUNBRIDGE WELLS, 87 Mount Pleasant Road 
NOTTINGHAM, 13 Park Row 
















As a man progresses in his career, his standard 
of living insensibly increases with his 
income and responsibilities. At some stage 
in this progress he realises that the margin 
is trivial between an ordinary smoke and 


the best cigarettes in the world— 7 


3/11 ror 20 
also in 10° 25° 50° 100 
(including round air- 
tight tins of 50) 
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BY APPOINTMENT 
1O WER MAJESTY THE QUEER 





PEOPLE LIKE THESE & 





ASK THE MAN FROM 





THE PRUDENTIAL 
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THE ROYAL BANK OF SCOTLAND 


EDINBURGH, LONDON and BRANCHES 


LONDON MANCHESTER, LONDON and BRANCHES 


TOTAL ASSETS :—£41 4,353,819 
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GLYN, MILLS & CO. WILLIAMS DEACON’S BANK LTD. 
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The Insurance needs 
of 
Industry—commerce—and individuals 
in every part of the world where 
insurance is a fundamental necessity 
can be met by THE 


LIVERPOOL & LONDON & GLOBE 
INSURANCE CO. LTD. 


Head Office: 1 Dale Street, Liverpool 2 London (Chief Office): 1 Cornhill, E.C.3 























THE BANK OF TOKYO 


(Incorporated in Japan) 


FOREIGN EXCHANGE BANK 
Licensed Under 





HOME BRANCHES 
Tokyo, Yokohama, Nagoya, Osaka 
Kobe and other main cities-ir Japan 


OVERSEAS BRANCHES : 





Vv Bombay, Karachi, Hong Kong 
TH E BANK OF TOKYO. LTD. 


(THE former YOKOHAMA SPECIE BANK) 
Head Office: Tokyo, Japan 


London, New York, Hamburg, Calcutta 


THE FOREIGN EXCHANGE BANK LAW 





World-Wide Banking Services 























You'll be glad it’s... 


The G.E.C. has the widest range of fluorescent 












fittings specially designed to give 


maximum efficiency for every trade 





and industry. Simple to install, with snap 
action dismantling for easy maintenance. 
Consult your contractor for the most suitable 


C.E.C. fittings ... with OSRAM tubes of course. 





@ The General Electric Co. Ltd, Magnet House, Kingsway, London WC2 
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RELAXATION 
with ( 


When you’ve had a hard and trying day, 
relaxation is important. How pleasant to 
have a hobby which is so restful, easy to do, 
and profitable. Rugmaking the Readicut 
way is just the thing for the tired man and 
woman. It’s so easy to make a Readicut 
Rug! The outfit contains everything you 
require :—canvas stencilled in colour with 
the pattern you choose, wool cut to length, 
patent lachet hook, etc. There are 52 lovely 
designs—all illustrated in colour in our 
latest catalogue. Write for free copy, to the 
Readicut' Wool Co., Ltd.; Dept. No. 6l 
Terry Mills, Ossett, Yorkshire. 





The ORIGINAL COMPLETE RUGMAKING OUTFIT 














ON PAID-UP SHARES 


(Income Tax paid by the Society) 
Equivalent to £5 4s. 4d. per cent, subject 
to Income Tax at 8s. 6d. in the £. 


jlo 
D2 /o 
ON DEPOSITS 


(Income Tax paid by the Society) 
Equivalent to £4 6s. 11d. per cent, subject 
to Income Tax at 8s. 6d. in the £. 




















LEICESTER PERMANENT 


BUILDING SOCIETY 











Assets exceed Reserves exceed 
£36,100,000 £2,700,000 


Head Office : 


WELFORD HOUSE, LEICESTER 
Telephone 22264 (3 lines) 








| London Office : 


FITZHERBERT HOUSE, 49 PARK LANE, W.|1 
Telephone MAYfair 6021 (3 lines) 


BRANCHES THROUGHOUT THE COUNTRY 























BARCLAYS CANADIAN CASEBOOK 4 








Reunion 
in 
Vancouver 




















About a year ago a retired business man and his wife came to see us at our 
Lombard Street office. Their only son, they said, had emigrated to Canada 
after the war: he was now married and lived in Vancouver, and they wanted 
to follow him and settle there too. We had to explain regretfully that the 
financial restrictions then in force made this quite impossible if they wished 
to take more than a small fraction of their capital with them. 

Recently, however, we had the pleasure of informing them that as the 
regulations had been changed there was now nothing to stop them booking 
that passage to Canada right away. Not only, we pointed out, would they 
receive the full allowance of {£1,250 at the outset, but we could arrange to 
transfer all the additional capital they needed direct to our branch in 
Vancouver, shortly after their arrival. 

Maybe you have a problem connected with Canada. If so, we should very 
much like the opportunity of helping you solve it. Your enquiries, on either 
business or personal matters will be welcomed by our London Manager, 


Mr. A. G. Fleming. 











BARCLAYS BANK (CANADA) 


A Canadian Chartered Bank and an Associate Company of 
Barclays Bank Limited and Barclays Bank D.C.O. 


London Manager: 54 LOMBARD STREET, E.C.3 
Head Office: 214 ST. JAMES STREET WEST, MONTREAL 
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Established 1824 
SCOTTISH UNION 
and 
NATIONAL INSURANCE COMPANY 


FIRE . LIFE . PENSIONS . ACCIDENT . MARINE . AVIATION 


Special Life Assurance Terms to Members of Bank Staffs 








HEAD OFFICE : LONDON OFFICE : 
35, St. Andrew Square, Edinburgh, 2 Northgate House, 20/24, Moorgate, E.C.2 

















STOCKHOLMS ENSKILDA BANK 


ESTABLISHED 1856 


TELEGRAPHIC ADDRESS: NITTON — TELEX: 1100 


TELEPHONES: 22 1940 MANAGEMENT 221900 — POSTAL ADDRESS: STOCKHOLM 16 














BENHAM’S ECONOMICS 


This is a new Fifth Edition of a standard work on economics. 
Largely rewritten and forming virtually a new book, it 
discusses the various problems in their post-war setting. 
An invaluable book to anyone taking any of the examina- 
tions in the subject. /8s. net. 








A MANUAL OF FOREIGN 


EXCHANGE 


By H. E. Evitt, F.1.B. Fourth Edition. A new and revised 
Fourth Edition of another well-known standard work 
which gives a thorough grounding in the subject of 
Foreign Exchange. Written as simply as possible with 
a minimum of technicalities, it is an indispensable text- 
book for students and a useful guide for those engaged 
in ordinary business practice. ,/6s. net. 


THE LEGAL ASPECTS 


OF BUSINESS 


By H.R. Light. Third Edition. !5s. net. 
“*...The clearest and most accurate summary of 
English legal principles that we have read. The historical 


The Bank of N. T. Butterfield part, the description of the division, and sources of law 


and jurisdiction of the Courts, and the synopsis of con- 
tract, tort, and property law, are all excellent.’’—The 
and Son, Lid. Accountant. 


BERMUDA 


Established 1858 P ii TV A N 


Complete Commercial Banking and Trustee 
Department services 
Correspondents of principal English and PARKER STREET, KINGSWAY, LONDON, W.C.2 
Scottish Banks 
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BAYERISCHE 

2) HYPOTHEKEN-U 
WECHSEL- 


BANK 













HEAD OFFICE: MUNICH 
9-15 THEATINERSTR. 10 KARDINAL-FAULHABER-STR. 


Telephone: 28481. Cable- Address: Hypothekenbank, Munich. All Codes 
Teleprinter: 052/3031 (general) — 052/3468 (foreign trade) — 052/3627 (stock- exchange) 




















200 Branches throughout Bavaria and the Palatinate 
CAPITAL AND RESERVES DM 54.210.000 
FOREIGN TRADE BANK 
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LONDON AND MANCHESTER 
ASSURANCE COMPANY LIMITED 





ye hantacled 
INDUSTRIAL ASSURANCE Sco S869 
ORDINARY ASSURANCE Since 7907 


FIRE AND GENERAL INSURANCE Aince 7996 


yeti exceed £50 000 000 





Chief Office FINSBURY SQUARE, LONDON, E.C.2 
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. . . for certain specific purposes (Estate Duty 
planning, for instance) a without profit life 
policy may be necessary . . . the Society's 
rates for this class of business are exceptionally 
favourable . . . may we send you details? 


SCOTTISH AMICABLE LIFE ASSURANCE SOCIETY 


Head Office: 
35 St. VINCENT PLACE, GLASGOW, C.1 














TO BANK MANAGERS 
Please consult us—we have been established 
since 1772 — regarding your customers’ 
JEWELLERY, SILVER, COINS and MEDALS. 


We will gladly advise you free of charge 


SPINK & SON, LTD. 


By Appointment s 
To Her Majesty The Queen 5, 6 and 7 King Street, Tel. : WHitehall 5275 


Medallists St. James’s, LONDON, S.W.1 4 lines 


Alp. ut tdeas * 
ON OFFICE FILING 


Take care of your filing system; it is your business 
memory. Changes of filing staff, increases in the 
volume of business, can disorganise it quickly and 
completely; cost you dearly in time, labour and 
efficiency. If you have cause to think that your filing 

is slow in providing vitally needed information, call 

in the Man from Remington Rand for a discussion and 
a survey. It’s free, and it carries no obligation. 


*THIS IS VARIADEX Tre filing system that 
expands naturally and easily with growing business. Variadex 
provides from 25 to §,000 subdivisions for any size of installation ; 
incorporates scientific alphabetic breakdown and a five-colour 
control system that automatically sets an impeccable standard of 
filing accuracy. Variadex already controls many of the world’s 
largest filing systems; it would do as good a job in your office. 


COUPON: | would like to learn more about Variadex. *Please arrange for a representative to visit me [] 
* send me informative free literature | | (tick course of action required). 
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REMINGTON RAND LTD, I-19 NEW OXFORD STREET, LONDON, WCI Tel: CHA 8888 
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SAFETY-FIRST INVESTMENT 





PER ANNUM 


Income Tax paid 





by the Society 





All money invested in Abbey National 
Share Accounts will bear with effect 
from Ist September 1955 the increased 


rate of 3 per cent interest per annum. 





As income tax is paid by the Society, the new rate of 3 per cent 
will represent a return on every £100 invested equivalent to 
£5. 4. 4. per cent to investors subject to the standard rate of 
income tax. 

The rate of interest on ordinary Deposit Accounts will be increased 
to 24 per cent per annum, income tax paid, equivalent to £4. 6. 11. 
per cent where the standard rate of income tax is paid. 

Amounts up to £5,000 are accepted ; money may be withdrawn at 
convenient notice. 

Ask today for details at your nearest Abbey National office, or write 
direct to the address below for the Society’s Investment Booklet. 


ABBEY NATIONAL 


BUILDING SOCIETY 


A national institution with total assets of over £200,000,000 


ABBEY HOUSE, BAKER STREET, LONDON, N.W.1. Tel.: WELbeck 8282 


Branch and other offices throughout the United Kingdom: see local telephone directory for address of nearest office 
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OTTOMAN 


(Incorporated in 
Turkey with 
Limited Liability) 


BANK 


PAID-UP CAPITAL - £5,000,000 


The Bank transacts every 
description of English and 
Foreign Banking Business. 


BRANCHES throughout TURKEY and the 
MIDDLE EAST, including EGYPT, SUDAN, 
IRAQ, CYPRUS and JORDAN. 

Affiliated Institution in Syria and 
Lebanon: BANQUE DE SYRIE ET DU 
LIRAN. 


LONDON 20/22, Abchurch Lane, E.C.4 
MANCHESTER 56/60, Cross Street 
PARIS 7, Rue Meyerbeer 
MARSEILLES 38, Rue St. Ferreol 
CASABLANCA 1, Place Ed. Doutte 


ISTANBUL 
































18 PARK LANE, LONDON, W.1 





Security for 
the years ahead 


The Confederation Life Association’s pro- 
gress and growth reached new heights in 
1954. Last year the Company made 
payments to 40,000 policy owners and 
beneficiaries. Total life insurance now in 
force is the highest in the Company’s 
history, and benefits paid to living policy 
holders have also reached record propor- 
tions. An increase in dividends to par- 
ticipating policy holders for 1955 has been 
announced 


New Life Insurance 
issued in 1954.... 


Business in Force ...... 
Exceeding £466,000,000 
.. Exceeding £106,000,000 


£54,290,000 


Total assets 


Full details from the 





(Incorporated by special Act of Parliament of Canada 
in 1871 as a Limited Liability Company) 
Chief Office for the United Kingdom: 
(GROsvenor 4951) 
Head Office: TORONTO, CANADA 
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FOR THE SOUTH-WEST PACIFIC 


To a large extent, the navigator’s success is dependent on the accuracy of his 


instruments and information. 


No less does this apply to the banker planning to meet the needs of customers 


having business Overseas. 


In the South-West Pacific, you can rely on the services of 


the Bank of New South Wales—the most experienced and most widely-represented 


commercial bank in the area. 


The Bank of New South Wales offers a complete 


banking service at over 850 points ia Australia, New Zealand, Fiji, Papua and 


New Guinea. 


BANK OF NEW SOUTH WALES 


FIRST AND LARGEST COMMERCIAL BANK IN THE SOUTH-WEST PACIFIC 


HEAD OFFICE: SYDNEY, AUSTRALIA 


British and Foreign Department 
Manager-—John W. McEwen 


MAIN LONDON OFFICE: 
29 Threadneedle Street, E.C.2 
D. J. M. Frazer, Manager 


(INCORPORATED IN NEW SOUTH WALES WITH LIMITSD LIABILITY) 
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here 1s 
The staff retirement scheme 
you can afford 


Bonds. The employer’s contributions are paid 
into a trust fund opened for the purpose and 
managed by trustees appointed by employer 
and employee jointly. Of particular interest is 
the fact that for income tax purposes the 
employer’s contribution will be treated as a 
trade expense and will not be counted as 
taxable remuneration of the employee. 

Employers or their representatives who would 
like to know more about this Scheme are invited 
to write to the National Savings Committee, 
1, Princes Gate, S.W.7 for leaflet S.L.164 (A) 


which gives full particulars. 


Many firms who consider the question of staff 
pension schemes hold back, either because their 
staff is too small, or because their numbers are 
large, or because for some other reason they 
consider such a scheme to be impracticable. 

The National Savings Retirement Scheme is 
one, however, that should appeal instantly to 
both large and small firms, since it can be 
operated with a minimum of administration. 
The Scheme, in outline, depends upon the 
joint contribution of employer and employee, 
the employee’s contribution being invested in 
National Savings Certificates and/or Defence 
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- THE NATIONAL SAVINGS RETIREMENT SCHEME - 
































Issued by the National Savings Committee, London, S.W.7 
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The 


Hongkong and Shanghai Banking Corporation 


(INCORPORATED IN THE CoLoNny oF Honc Kono) 
The Liability of Members is limited to the extent and in manner prescribed in Chapter 70 of the Laws of Hong Kong 














CAPITAL ISSUED AND FULLY PAID UP aes $25,000,000 
RESERVE FUNDS STERLING - eA £8,000,000 
RESERVE LIABILITY OF MEMBERS os fe $25,000,000 
Head Office - - - HONG KONG 
CHAIRMAN: C. BLAKER, M.C., E.D. CHIEF MANAGER: MICHAEL W. TURNER 
LONDON OFFICE - 9 GRACECHURCH STREET, E.C.3 
Lonpon Manacers - S.A. Gray, m.c., A. M. Duncan Wattace, M. D. Scott 
BRANCHES 
Burma Europe Japan (cont.) Malaya (cont.) Philippines 
Rangoon re a oan vm 
. ari okyo ingapor anila 
wy ene Hong one Yokohama (Orchard Road) Siam 
Gaifen Hong Kong Malaya Sungei Patani Bangkok 
Col il Kowloon Cameron Highlands Teluk Anson United Kingdom 
sae Mongkok poh North Borneo London 
China | India all Bahru Brunei Town U.S.A. 
Shanghai Bombay Kuala Lumpur Jesselton New York 
Djawa (Java) Calcutta Malacca Kuala Belait San Francisco 
Djakarta Japan Muar Sandakan Vietnam 
Surabaja Kobe I gen Tawau Saigon 


t at present operating 


BANKING BUSINESS ‘OF EVERY KIND TRANSACTED 


A comprehensive service as Trustees and Executors is also undertaken by the Bank's Trustee 


Companies in HONGKONG LONDON SINGAPORE 
THE HONGKONG & SHANGHAI BANKING CORPORATION OF CALIFORNIA 


(Incorporated under the State Laws of California) 
221 SANSOME STREET, SAN FRANCISCO, U.S.A. 


A Company incorporated in California and an affiliate of The Hongkong and Shanghai 
Banking Corporation. 



























BARCLAYS BANK DCO | Book Type Home Safes 
pe eee reduce bank entries 
announce that UR ee ee 

for small accounts 
Mr. S. W. Valentine, manager 
of their 29 Gracechurch Street, 
E.C.3 branch, retired on 4th 
August. He is succeeded by 
Mr. A. E. A. Ockenden, the 
Assistant Manager of the 

branch. 


With a P.P.J. 

Book Type Home 
Safe always at hand inthe 
home, it’s easy for the 
weekly wage earner to 
slip in the odd amount 
now and then, which 
quickly becomes large 
enough to bank. This 
way Bank entries are fewer and Charges mini- 
mised — an economy both for the Bank and the 
customer. 


These Book Type Home Safes are 
supplied with your House Mark 


Self-drive cars 
embossed on the smart leather- 


Save income tax, road tax, insurance and cloth covers and are available 
drive car. Extremely low contract rates. 
Over 200 1955 cars. You can recommend Samples and prices sent on request 
with confidence the AUTOHALL services PEARSON-PAGE-JEWSBURY 
to your overseas customers. cO.. LTD 

«9 °9 


Write for descriptive brochure, or call :— (Dept. 12), Westwood Works, 
Westwood Road, Witton, 
Birmingham, 6 





























AUTOHALL, Dept. 43, 302 King St., Hammersmith, 
London, W.6. Telephone : RiVerside 2881 











xX 


























SUN LIFE ASSURANCE 
COMPANY OF CANADA 


(Incorporated in Canada in 1865 by Act 
of Parliament as a limited Company) 


With branch offices established in many 
countries throughout the world, the 
Company is staffed and equipped to 
render efficient service to men and 
women who own more than 2,000,000 
policies and group policy certificates. 


In Great Britain and the Republic of 
Ireland there are branch offices in 21 
important centres, directed by the 
Company’s London Administrative 
Office. 


Net new assurances transacted in 1954 

amounted to £192,500,000, bringing 

the total net assurances in force to 
£1,654,000,000. 


M. Macaulay (Genera! Manager for Great Britain 
and Ireland) 


2, 3 & 4 COCKSPUR STREET 
LONDON, S.W.1 
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THE 





PHILADELPHIA 
NATIONAL BANK 


Organized 1803 


Philadelphia's Oldest and Largest Bank 
Frederic A. Potts, President 


Vv 


FOREIGN DEPARTMENT 
T. Graydon Upton, Vice-President 


PHILADELPHIA 1, PA., U.S.A. 
Cable Address: PHILABANK 








The 
Business 
Mans 
Gateway 
to 
Australia 


THE NATIONAL BANK OF | 





THE LONDON OFFICE of The National Bank of Australasia 
is a sound starting-point for all business enterprises 
connected with Australia. 


The Bank’s Information 


Department can advise you on all aspects of Australian 
economic conditions, and can give you specific data about 
any particular industry. The Bank will be glad to place 
its extensive facilities at your service. 


AUSTRALASIA LTD 


(Incorporated in Victoria) 
HEAD OFFICE: 271-279 Collins Street, Melbourne 
LONDON OFFICE: 7 Lothbury, EC2 INFORMATION DEPARTMENT: 8 Princes Street, EC2 


OVER 750 BRANCHES AND OFFICES THROUGHOUT AUSTRALIA 
Your best introduction to Australia 


ASSETS £271 MILLION 
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TheCaduceus of Mercury 
SAFEGUARDE 


THE WEARER AGAINST 
EVIL FORTUNE 


vial 


* 


ll 


N the ancient world, fore- 

seeing men took care to be 
well protected with the appro- 
priate amulets that were reputed 
to deflect ill fortune from 
person, family and possessions. 
Humanity has progressed since then, but life still | 
holds uncertainties. Modern man has replaced the | 
doubtful amulet by practical, sure life assurance . 
For the past 77 years we have played our part in 
educating the public to appreciate the wisdom of 
providing against future needs by life assurance. 

Write for our attractive leaflet, ‘‘ Life Assurance 
for Every Man,” and for quotations for Annuities, 
Pensions, House Purchase Endowment, etc. 
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Provident House, 246 Bishopsgate, London, E.C.2 


Telephone: BiShopsgate 5786 








| Cruelty to Children helps 















He needs 
our help 


Every year the National 
Society for Prevention of 





nearly 100,000 unhappy 
children—andeach $7 
child helped costs 
the Society £3.10.0. 
The N.S.P.C.C. is not 
nationalised and depends 
entirely on voluntary gifts. 
To continue its vital work it urgently 
needs your assistance. 


when advising on wills and 
bequests remember the 


N-S-P-C-C 
PRESIDENT: H.R.H. PRINCESS MARGARET 


Information gladly supplied on application to The Director, N.S.P.C.C., 
Victory House, Leicester Sq. W.C.2. Phone: Gerrard 2774 














with security 





BUILDING SOCIETY 


(Established 1931) 
Assets exceed £2,500,000 
Easy withdrawals 
Income tax borne by the society 
Any amount accepted up to £5,000 
No depreciation 


STATE 








Let your money earn 
maximum interest 





BUILDING SOCIETY 


54 State House, 8 Buckingham Palace Gardens, 





OFFERS 





INTEREST ON SHARES 


FREE OF TAX 


Equal to £6-1-9 per cent 
gross. 
For Full Particulars apply 
to: The Secretary, 





London, S.W.1 Tel.: SLOane 9218/9 
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Counts, sorts and records up to 
£1,200 of mixed silver in one hour— 
and never makes mistakes .. . Deals 
with denominations of 6d., | /-, 2/-, 2/6 
and is ideal for making up ‘floats’ in 
shortest time...Works by electricity, 
smoothly and quickly... Can be tended 
by a junior, releasing skilled staff for 
other tasks... Takes up only 3 x 3# ft. 
of floor space .. . Write for leaflets 
describing this and other electric 

and manually operated ICC machines. 
See how they streamline tedious 
operations to a new efficiency. 
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International Coin Counting Machine Co. Ltd. 


15 Alexandra Road, Enfield, Middlesex. 
Phone : Howard 3027 

(Pte. Bch. Exch.) 

Makers of letter-opening, envelope-sealing, 
coin-counting and token-counting machines 



























One Standard typewriter is very much 
like another, until you do a day’s work at 
each. With one machine it feels like a 
week of Mondays. With an Imperial ‘66’, 
it’s a nice comfortable day, with the sun 


shining and the weekend coming. 


S 


Imperial Typewriter Co. Ltd. Leicester and Hull 
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Imperial 


typewriters 











BOW MAKER 


INDUSTRIAL BANKERS 








Bowmaker provide specialised credit facilities There are Bowmaker offices throughout the 
for industry, commerce, export and import. United Kingdom—-your local telephone 
Over twenty-five years’ experience of industrial directory will give you the address 
finance is at your service—your enquiries and telephone number of your nearest 
will receive prompt, personal attention. Bowmaker branch. 


BOWMAKER LTD., Bowmaker House, Lansdowne, Bournemouth. Phone : Bournemouth 7070 
London : 6! St. James’s Street, S.W.1. Phone : GRO 6611/6619. Branches throughout the U.K. 
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BANK LEUMI LE-ISRAEL B.M. 


formerly THE ANGLO-PALESTINE BANK 
Head Office: Tel-Aviv ‘ 54 Branches throughout Israel 








New York Representation: 20, PINE STREET, NEW YORK 5 


Representative for Continental Europe : 
BLEICHERWEG 1 (am PARADEPLATZ), ZURICH 


London Office: 
6, Gracechurch Street, E.C.3 


Affiliatiow: The Bank Leumi Le-Israel Trust Company, Limited, Tel-Aviv. The Trust 
Company undertakes the usual Trustee and Executor business. 




















KEEP IN TOUCH WITH JAPAN 
THROUGH THE FUJI BANK 


ESTABLISHED IN 1880 


PAID UP CAPITAL YEN 2,700,000,000. 


™ FUSE BANK wa. 


184 BRANCHES, LOCATED IN KEY CITIES THROUGHOUT JAPAN 


HEAD OFFICE: 1-CHOME, OTEMACHI, CHIYODA - KU, 
TOKYO 


LONDON BRANCH: SALISBURY HOUSE, FINSBURY CIRCUS, 
LONDON, €E.C.2. 
P.O. Box No. 547 Tel. No. NAT 0601-5 
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For all classes of Insurance 


See 






Youll be on 


good terms with 
ORTHERN 
ASSURANCE 


COMPANY LIMITED 





















Head Offices: LonpoNn: | Moorgate ABERDEEN: | Union Terrace 








Branch Offices throughout the United Kingdom 








The assets of the ‘ Northern’ Group 
are more than £62,000,000 






























OSTERREICHISCHE 
LANDERBANK 


GEGRUNDET 1880 


Head Office: VIENNA I, AM HOF 2 


28 Agencies in Vienna 


Provincial Branches: 
Baden, Bludenz, Bregenz, Graz, Innsbruck, 
Klosterneuburg, Linz, Salzburg, St. Pélten, 
Villach, Wels, Wr. Neustadt 





EVERY DESCRIPTION OF BANKING BUSINESS TRANSACTED 





















Positive 


for your 
vital documents me 











ESTS conducted by the Department of 
Scientific and Industrial Research at their 
Boreham Wood laboratories, have PROVED 


conclusively that Milners “FIREX’ Filing | FSsential for every office 





Cabinets guarantee maximum security against * Comparatively light in weight, the 
Fire under the most stringent conditions. danger of overloading floors is minimised. 
If you are interested—and it is vital that all * Practically no extra floor space is 
business men should be—ask Milners for occupied than with normal steel Filing 
| : : , Cabinets. 

details of this most interesting report of t Dill: Sie’ Fillies Gabinds ive 
independent testing. obtainable in 4, 3, and 2 drawer sizes. 


Milners FIREX’ 


FILING CABINETS ~ 


Independently tested and certified 


For further details write, phone or call 
MILNERS SAFE CO. LTD., 58 HOLBORN VIADUCT, LONDON, E.C.i 
Telephone: CENtral 0041/5 


























THE BANKER 


WILFRED KING, Editor 
Published by 
THE BANKER LIMITED 
Editorial Office: 

22 RYDER STREET, ST. JAMES’S, 
LONDON, S.W.1. 
Advertisement Office : 

9-11 POULTRY, LONDON, E.C.z. 
Publishing Office : 

72 COLEMAN STREET, 
LONDON, E.C.z. 


Telephone : Monarch 8833 
Telegrams: Bankroy, Ave, London 
Cables : Bankroy, London 
— 

THE SUBSCRIPTION RATES POST 
FREE TO ANY PART OF THE 


WORLD ARE :— 
TWELVE MONTHB....... {1 10 oO 
SIX MONTHS I5 oO 





a 


THE EDITOR WILL BE GLAD 
TO RECEIVE MS. ARTICLES. 
THOUGH EVERY CARE WILL BE 
TAKEN, HE CANNOT HOLD 
HIMSELF RESPONSIBLE FOR 
ARTICLES SENT HIM 
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THE BANKER is published on 
the First Day of the month 
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at reasonable rates. 
Boeklet on application to: 


the duties usually entrusted to 


EXECUTORS and TRUSTEES 


THE OLDEST INSURANCE 
OFFICE IN THE WORLD 


is prepared to undertake all 


Head Office: 63 Threadneedle Street, E.C.2 


Branches in all important Towns. 
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Demonstrations 
by appointment 


FIVE KEYBOARD 


Super-Speed ADDING-LISTER 
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latest pacemaker 


Absolutely no unproductive hand-motion. Great- 
est ever speed. Greatest ever ease (1 or 2 totals). 
The first radical development in adding machine 


design since the introduction ofelectric operation. 


Kindly write or ’phone. The Accounting and Adding Machine Division of 


THE NATIONAL CASH REGISTER COMPANY LTD 
206-216, Marylebone Road, London, N.W.1. Telephone PADdington 7070. 
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MR. A. P. GRAFFTEY-SMITH 


(Financial Advisor to the Central African Federation, who has been appointed 
Governor-designate of the proposed central bank) 
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\ Plan/ for Linoleum for good looks and long life 


\ / As the S.S. Arcadia of the P. & O. Line traverses 
\ the oceans of the world, the amenities within 
give passengers the comfort of a first-class hotel. 
Look, for example, at this floor in Linoleum—it 
sets the decor for lounge luxury travel. If you 
could see its record as an item of expense you 
would find it almost a non-recurring outlay 
throughout a long sea-faring life. ‘That is the 
satisfaction of quiet-to-the-tread, colourful 
Linoleum. Moderate in first cost, it responds to < 
quick clean over revealing its original beauty 

day after day. 


Linoleum installation by Semtex Ltd. (A Dunlop Company). 
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FOR LONGEST WEAR EVERYWHERI- 


NOLEU MM 


“THELMA”’ stands for The Linoleum Manufacturers’ Association, 127, Victoria Street, London, S.W.| 
For further information write to the Association or to any of the following members:— 

BARRY OSTLERE & SHEPHERDLTD., KIRKCALDY ‘ DUNDEE LINOLEUMCO.LTD., DUNDEE ° LINOLEUM MANUFACTURING CO 
LTD., 6 OLD BAILEY, LONDON, E.C.4° MICHAEL NAIRN & CO. LTD., KIRKCALDY.° NORTH BRITISH LINOLEUM CO.LTD., DUNDEE 
24 SCOTTISH CO-OPERATIVE WHOLESALE SOCIETY LTD., FALKLAND, FIFE ~ JAS. WILLIAMSON & SON LTD., LANCASTER 
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A Banker’s Diary 





STERLING did not long hold the ground regained after Mr. Butler’s categorical 
affirmation, late in July, of determination to maintain the $2.80 parity 
“either in existing circumstances or when sterling becomes 

Sterling convertible’. From $2.78 7/16 before the Chancellor spoke the 

Pressure spot dollar rate rose briefly above $2.79 and the premium on 

Continues the three months’ dollar narrowed from 2 7/16c. to I 11/I16c., 

but in the following week the spot rate sagged back to $2.782 

and from time to time at least it has since needed official support to keep it 

at around that level. The trend in the forward market has been less dis- 

turbing, for the three months’ quotation has narrowed further, to I 7/16c., 
which is also at present approximately the point of the interest parity. 

The pressure upon sterling in these past few weeks has certainly not been 
on the scale of July, when it involved a drain of no less than $136 millions 
on the central gold and dollar reserves—reduced by the end of that month 
to their lowest since January, 1954, at $2,544 millions, or nearly $500 millions 
less than at the corresponding date last year. The July strain was unques- 
tionably mainly due to speculative forces—whether in the form of the familiar 
‘leads and lags”’ or in more overt speculation—aroused by the rumours 
that in the first stages of discussion of the future of E.P.U. Britain had taken 
a stand upon the desirability of a floating rate for sterling if and when it 
becomes convertible. Mr. Butler’s reaffirmation of the parity ruled out that 
apprehended possibility, but still left the speculators with scope for the 
supposition that relatively wide flexibility might be desired around that parity. 

Soon after his speech, however, this highly material issue was considerably 
clarified by reports from Paris about the conclusion of the new European 
monetary agreements (explained in the following note). The material agree- 
ment made it plain that if and when any European currency becomes con- 
vertible there will indeed be scope for flexibility, since each monetary authority 
will announce the margin of deviation permitted from parity. The general 
intention, however, will be that all authorities shall endeavour to keep the 
margin as narrow as possible—apparently within a range of not more than 
3 per cent. 

If that is indeed the understanding behind the agreement that Britain 
has signed, then, taken in conjunction with Mr. Butler’s firm stand on the 
$2.80 parity, it means that there can be no justification for rumours of the 
kind that did so much damage in July. A 3 per cent. spread—if it really 
were to be as wide as that—would leave a good deal of room for speculative 
movements, but none at all for the supposition that flexibility of the exchang: 
might afford a Government with easy means of avoiding the imposition of 
unpalatable domestic disciplines. In all the circumstances, it might have 
been expected that overseas opinion would have paid greater heed to the 
implications of these reported arrangements than sterling’s recent behaviour 
seems to suggest. 

The recent piling up of wage demands has, however, given new -grounds 
for concern; and, in addition, there was no encouragement to be drawn 
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from the July trade figures. Those figures were still, of course, highly dis- 
torted by the partial strike in the docks, which ended only in the first week 
of July. Exports in June and July together dropped by 18 per cent. below 
their level twelve months before, whilst imports were higher by 9 per cent. 
This diverging movement is indeed in part explained by the fact that the 
available dock labour was concentrated on the task of unloading, but it seems 
reasonable to suppose that once the strike was over this influence should have 
been reversed. After the encouraging trend of imports shown in April and May 
it will be disquieting if figures for coming months reveal that the expansion 
has now been resumed—yet that is what the latest figures suggest. The 
price factor, however, is working in Britain’s favour. The terms of trade 
improved by two points in July to gg, actually one point better than the 
average for 1954—whereas in January and February they were four points 
worse. For the first seven months of 1955 together, there was a deterioration 
in the average terms of trade of 2 per cent. compared with 1954 as a whole. 








THE provisions for the amended working of the European Payments Union 
from last month until June 30, 1956, were officially approved by the Council 
of the Organization for European Economic Co-operation at 

European the end of July; and in early August member countries signed 

Monetary the European Monetary Agreement, which governs the new 
Agreement payments arrangements to come into force if convertibility is 
restored before June 30 next. If this happens, the existing 
clearing arrangements will end. A new multilateral clearing will be estab- 
lished, but settlements in it will be fully in gold or dollars. The settlements 
will, moreover, no longer be made on the basis of the par value of currencies 
but at the official rates that set the limits to their range of fluctuation—the 
lowest rate for the seller of a currency and the highest rate for the buyer. 
The agreement itself provides that margins must be notified to other central 
banks and to the clearing organization, and that they shall be kept “ as 
moderate and stable as possible ’’; in fact, as noted above, the intention is 
believed to be that the range on either side of parity should not exceed 
3 per cent. 

The agreement therefore weights the scales heavily against the use of the 
clearing as against use of the market—a victory for the United Kingdom 
standpoint in the negotiations. More favourable terms will be available to 
both buyers and sellers of exchange in the market whenever the rate is not 
actually at its extreme point (at which the central bank will operate both in 
the markets and in the clearing). Thus the only inducement to use the 
clearing appears to be that of securing a guarantee against imminent changes 
in the range of rate fluctuations. Corresponding changes in the buying and 
selling rates for settlement through the clearing could be made only after the 
central bank concerned had given the requisite notice. 

The European Monetary Agreement does indeed provide for the grant of 
credit to members, but not as any automatic right, and only for defined 
periods—normally not more than two years. The credits will be granted by 
the European Fund to countries experiencing temporary difficulties on their 
balances of payments. The Fund will have a capital of $600 millions, of 
which $270 millions will be transferred from the capital of E.P.U. and a 
further $330 millions subscribed by member countries as required. 
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This whole system is, of course, contingent on a move to convertibility by 
countries holding 50 per cent. or more of the E.P.U. quotas (a combination 
that would be provided, for example, by the United Kingdom, Germany and 
the Benelux countries). In the meantime, the European Payments Union 
continues in operation. The one important amendment in its working is that 
the ratio of settlement has been raised, as expected, from 50 : 50 in gold and 
credit to three-quarters gold and one-quarter credit. The first such settlement 
will take place in the middle of this month in respect of the August clearing. 


By far the most striking aspect of the clearing banks’ figures covering the 
first three weeks of the current half-year was the decline of £51 millions in 
the advances item. This was easily the biggest decline for 

Advances nearly two years, but unfortunately it does not mean that any 
Start correspondingly massive contraction of bank lendings had 

to Fall already taken place before the Chancellor uttered his word of 
command on July 25. It does mean that the contraction had 

begun—but much less sharply than the figures might be taken to imply. 
The disparity between fact and appearance lies, of course, in that familiar 
bugbear of banking statistics—the practice of most, if not all, banks except 
Lloyds of including in their published “‘ advances ’ total the items in course 
of internal transit, i.e. the cheques, etc., being cleared between branches of 
the same bank. At end-June, as both the segregated Lloyds transit figures 
and the total of other “ collection ’ items showed, there was an unusually 
large expansion of the clearings, so that there is little doubt that a large part 
of the apparent rise of {83 millions in “ advances “ in the preceding six weeks 
was attributable to this purely technical factor. Similarly, the contraction 


July 20, Change on 

1955 Month Year 

sm. fm. sm. 
Deposits ms = - a 6400.4 — 104.1 —- 59.8 
‘Net  Deposits* ile - 0159.1 — 13.0 — 84.9 

“ot 

Liquid Assets ne 5 a 2008 .3 (31.3) - 46.1 —I138.4 
Cash in - oa wa 535-3 (8.4) t QO.3 - 1.4 
Call Money... a eh 458.2 (7.2) + 18.2 +- 30.3 
Treasury Bills .. - es Q10.3 (14.2) + 20.1 — 180.8 
Other Bills ee - ‘ 104.5 (1.6) - 1.5 +- 10.6 
Investments and Advances .. ba 4232.7 (66.1) — 52.6 — 58.6 
Investments... a 2097.8 (32.8) = 3a — 252.8 
Advances os a = 2134.8 (33.3) - 51.5 + 311.4 


* After deducting items in course of collection. fRatio of assets to published deposits. 


of the internal clearing items after the turn of the half-year explained a large 
part—perhaps even as much as a half—of the {51} millions fall in the 
following three weeks. At the same time, there was presumably a repayment 
of some {10 millions of gas advances out of the application moneys on the 
new {100 millions loan. 

The actual decline in all other borrowings must therefore have been rela- 
tively small; but, after so long a period of waiting for the pressure upon 
liquidity to extend its effects clearly beyond the gilt-edged portfolios, a 
reversal of the trend is of high significance—especially as the figures were still 
being inflated by the further borrowings of the Central Electricity Authority. 
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The effective contraction of credit in the private sector during this period 
seems unlikely to have been less than about {15 millions, and may have been 
substantially more. But why should it be necessary to guess such vital 
data? This phase in which the trend of advances is being watched with such 
anxious and widespread attention provides the obvious occasion for the 
introduction of a long overdue reform. The other clearing banks should now 
at least adopt Lloyds’ practice of segregating transit items; better still, they 
should all consider whether the monthly advances figure could not now be 
shown in published statements on a basis similar to that used in the quarterly 
classification. And why, in any case, cannot the advances of the public sector 
be shown separately ? 

As expected, the decline in investment portfolios had virtually ceased— 
it amounted during the three weeks to no more than {1} millions—while 
liquid assets rose by £46 millions. Net deposits therefore showed only a 
modest decline—by {135 millions, in contrast with a rise of {10 millions in 
the similar period last year—and if the internal clearings had been excluded 
true net deposits would certainly have shown a perceptible rise. The liquidity 
ratio, however, is calculated on gross deposits, and thus had been unduly 
depressed in June by the abnormal inflation of both those deposits and 
advances; in July it benefited from the reversal of these movements as well 
as from the rise in liquid assets, and thus rose sharply, by 1.2 to 31.3 per 
cent., the highest point since last January. It was still, however, two full 
points below the corresponding 1954 figure, and, as our usual table on page 202 
shows, two of the big banks still showed ratios below 30 per cent. 





Two welcome adjustments in interest rates have been made in the past 
month, both impinging on the cost of housing finance. The building societies 
have at last decided to raise their rates paid to shareholders and 
Dearer depositors and their charges on mortgages; and a further increase 
Housing has been made by the Treasury in the lending rates of the Public 
Finance Works Loan Board. The building societies had long held out 
against the pressures for an increase in their interest rates, but 
now the drain on their reserves arising from the uncompetitive rates paid on 
their borrowings has made adjustment irresistible. Interest on shares is being 
generally increased from 2$ to 3 per cent., tax paid—though the Halifax 
society is once again taking an independent line and raising its rate by only 
1 per cent., to 2? per cent. 

The increases in mortgage rates from their prevailing level of 4} per cent. 
appear likely to be less uniform. The most common increase in the minimum 
charge on new contracts is to 5} per cent., and this rate is generally to be 
charged on existing mortgages after a time lag of some months. But the 
Co-operative Permanent, which this year has been offering mortgages for 
periods up to thirty-five years, against the general limit of twenty-five years, 
has raised its charge on new mortgages by a full 1 per cent. to 54 per cent. 
At the other end of the scale the Halifax is raising its mortgage rates to only 
5 per cent. It is understood that most of the societies are prepared to allow 
their customers to extend periods of repayment to avoid any increase in 
monthly payments. 

The increase in P.W.L.B. rates is the third since the February increase in 
Bank rate, and follows hard on the adjustment made in early July. This 
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betokens a heartening determination to keep the rates in line with move- 
ments in the gilt-edged market. The heaviest increase has accordingly again 
been made in the short-term rate. Advances for not more than five years are 
now charged at 4} per cent. against 3# per cent. after the July increase and 


CHANGES IN P.W.L.B. RATES SINCE 1951 
(per cent.) 


Nov. 10, Feb. 8, Oct. 20, June 4, March 1, July 9, Aug. 13, 
1948-51 1951 1952 19531954 =: 1955 1955 1955 
2 2 2 


Loans up to 5 years .. 2 23 2} 3 32 44 
from 5-15 years 2 3 33 34 34 32 \ 4h 44 
»  forover15 years 3 32 44 4 32 4J 


21 per cent. before the March increase. The rate on medium and long term 
loans has been raised by } per cent. to a new post-war peak of 43 per cent. 


BRITISH traders have welcomed the new arrangements that took effect last 
month placing trade between Brazil and the sterling area, Germany and the 
Netherlands on an equal basis, through the introduction of a 
Multilateral multilateral system of payments. The stagnation of British 
Payments exports in the Brazilian market in the two years since the 
with Brazil agreement on the repayment of Brazil’s commercial debts has 
been due primarily to Brazil’s shortage of sterling, which has 
lately been partly attributable to a special bilateral scheme operated by 
Germany that has diverted Brazilian exports from the United Kingdom 
market. Now, Brazil’s auctions of exchange for the finance of imports are 
no longer made in sterling, deutschemarks and guilders but in a single “ pool ” 
currency (actually labelled deutschemarks) ; its ability to import from Britain 
accordingly no longer depends on its earnings of sterling alone. 

Competition with German and Dutch exporters in this market is thus on 
an equal basis. Further, importers from Brazil now have access to equal 
facilities. British and Dutch buyers can participate in the German market in 
its Brazilian “‘ clearing dollars’. The discount on these has, however, been 
reduced to 14 per cent., whereas a few months ago it was large enough to 
induce the channelling through Germany of Brazilian produce that would 
normally have come straight to Britain. Germany succeeded in making a 
very substantial reduction in the commercial arrears owed to it by Brazil; 
and as Britain and the Netherlands now participate in the market for its 
clearing dollars they will, of course, be reducing the German debt still further 
—though Germany has agreed to extend a further four-year credit of some 
£62 millions. 

Brazil's debt to Germany stood last month at around {11 millions. Its 
debt to Britain totalled three times as much; and one effect of the new 
arrangements is that annual instalments will not exceed £6 millions. This is 
the minimum laid down under the 1953 agreement; in years in which Brazil’s 
earnings of sterling exceeded £35 millions the debt payment was to be higher. 
Now this provision has had to be abandoned as the extent of Brazil’s sterling 
earnings is blurred by the pool arrangements. The United Kingdom should 
certainly have pressed harder for more favourable treatment for its creditors. 
Another opportunity to do so may occur in the negotiations for the extension 


of this payments club to other West European countries. 
Cl 
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THE more than seasonal rise in the note issue, which first attracted attention 
in May and continued through June and most of July, has been checked in 
recent weeks. In the first three weeks of August the reflux 
Banks Stock of currency was perceptibly larger this year than last, but it 
their Tills left the net expansion of the Bank of England’s “ active ”’ 
circulation since the post-Easter low-point at {84.9 millions, or 
considerably more than the corresponding movement last year (£57.9 millions). 
A substantial part of the additional outflow from the Bank of England this 
year does not, however, appear to have reached the public at all, but to have 
stayed in the tills of the banks. Signs of inflation are easy to find in the 
British economy, but the recent trend of the note issue does not appear to 
be one of them—though it must be admitted that the unknown extent of the 
movements in the banks’ tills in the most recent weeks forbids any meaningful 
appraisal as yet of the latest holiday spending. 

The initial stocking up of notes by the banks was plainly attributable to 
anticipation—and later to the fact—of the rail disputes. Uncertainty con- 
tinued after the strike threatened for early May had been called off, and from 
late May to mid-June the banks had to meet extra demands from the public 
called forth by the actual strike. Accordingly, the banks strengthened the 
currency holdings at their branches; total till money rose in May to an average 
of £253 millions ({28 millions above the average for May, 1954) and in June 
to {266 millions ({40 millions up on the year). There does not yet appear 
to have been any significant reduction in till money. Its increase from 
about the end of April to end-June was naturally accompanied by a marked 
fall in the proportion of the total cash that was kept in the form of balances 
at the Bank of England; and through July and the first half of August those 
balances have continued exceptionally low—{30-40 millions below their level 
in the corresponding weeks of 1954. This reduction is far greater than can 
be accounted for by the fall in the cash requirement caused by the credit 
squeeze. At July 20 gross deposits were down on the year by £60 millions 
—representing a fall in the cash requirement of some £5 millions. 

It is just possible that as a result of the rail strike the banks may make 
a more lasting adjustment in their note-holding practice. It is notable that 
the ratio of till money to notes in public circulation is far below the pre-war 
standard. The public’s note holdings have grown nearly fourfold, whilst the 
banks’ holdings have barely doubled. The proportionate cover of till money 
of the clearing banks thus slumped from 263 per cent. in 1938 to 11} per cent. 
in 1946; by 1950 it had risen to 15} per cent., but until this recent phase 
remained at about that level, or slightly below it. By June, 1955, the ratio 
was up to 16 per cent., against 14} per cent. in June, 1954. 





Eighth International Banking Summer School 


This year’s international banking summer school has taken as its theme 
‘‘ International Banking and Foreign Trade’’. The school, which opens on 
September 3 and closes on September 17, is being held at Christ Church, 
Oxford—the scene of the first of the series inaugurated by the Institute of 
Bankers in 1948. It is expected that more’ than 220 bankers from forty 
countries will attend. 
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Frothblowing in the Brimfull Economy 


HIGHLY intriguing sequence of happenings and argument has been 
A touched off by Mr. Butler’s hortatory speech in Parliament on the eve 
of the summer recess. Ministers during this holiday month have 
obviously been tormented still by doubts whether enough has been done to 
ease existing strains upon the economy, quite apart from the bigger strains 
that threaten from new wage demands. The markets cannot make up their 
minds whether new inflationary threats are a bull point or a bear point for 
equities, because they cannot guess whether official policy will be sufficiently 
resistant to them. The City generally is in constant debate about the possible 
remedies, and from it there is arising an ever clearer insistence upon the need 
for cutting public expenditure. And the bankers, who are in the front line 
both of these discussions and of the resistance movement to inflation, have 
been in the throes of the difficulties of their drive to cut advances. 

Though few people fully realize it, most of these tormenting issues—and 
especially the practical difficulties of the bankers—stem from the very roots 
of the central problem of the post-war economy. The present dilemma of the 
Government, of investors and of the banks will be the better appraised if we 
glance first at the fundamentals. This central problem, which has been 
showing itself more and more clearly throughout this difficult year, is, of 
course, that of combining full employment with stability. And when full 
employment is defined—as virtually every post-war politician has defined it 
in. practice, if not in words—as the very highest level that can conceivably 
be contrived, the task of achieving the combination becomes incredibly 
difficult and delicate, if not impossible. 

The pot of the national economy, say the politicians in effect, has always 
to be kept filled with demand to the very brim—but stability requires it 
never to be so allowed to spill over as to make a mess. Yet the pot itself is 
not proof against seepage or evaporation; the Government, though accepting 
responsibility for keeping it full, cannot quickly ascertain or foresee the exact 
level; the pumps for replenishment are clumsy instruments; and they work 
through a highly intricate and tortuous system of often invisible feeders. The 
simple key to Britain’s post-war policy, and to its recurrent crises, is that 
governments have been more anxious to keep the pot brimfull than to avoid 
an overspill. 

It is true that, after the mess made by the overflowing pot in 1951, its level 
was moderately reduced in the following year by seepage and by some 
deliberate restraint; and the Tory Government for a time showed due caution 
in filling it up again. No mess was made in 1953, and none was noticed in 
1954. But this success, it can now be seen, encouraged a much less careful 
handling of the pumps after about the middle of last year, so that this year 
the pot has been spilling over again. Mr. Butler’s methods of dealing with 
the overspill have been very different from those of Mr. Gaitskell and Sir 
Stafford Cripps, but for the past twelve months or so his general attitude 
towards the problem of the pot has not been noticeably more cautious than 
theirs. Ministers still seem to think it a sufficient excuse, when things go 
wrong, to explain that they have been “ trying to do too much ”’. 
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Mr. Butler has said repeatedly that Britain’s only trouble is its “ pros- 
perity ’’; and since opposition politicians also choose their words carefully and 
euphemistically on this delicate subject, he rarely gets the obvious retort— 
that when prosperity becomes a trouble it signifies a failure of policy that 
might in the end cause an undue drop in the level of the pot. Nowadays, it is 
easy to contrive high prosperity in the short run; the difficult, the incredibly 
difficult, task is to sustain it safely in the long run. Now Britain’s pot is as 
brimfull as it has ever been in peacetime—unemployment at mid-July, at 
185,000, or 0.9 per cent., was at its lowest since the war, and at more than 
twice the number of notified vacant jobs. But sterling is under fire, the rise 
in wages and prices has accelerated throughout this year, and a much more 
menacing round of wage increases is threatened in the immediate future. The 
‘“‘ prosperity ’’ boom and the inflationary strain are simply the two sides of 
the same medal. 

To all economists these are the simplest of home-truths. But if they 
appear equally simple to ministers, they have yet to show themselves at all 
clearly in their policies. When Labour politicians taunt the Government 
with the contention that the methods of the free economy, if they succeed 
in keeping it from inflation, will do so by creating unemployment (the usual 
taunt is ‘“‘ mass’ unemployment), Mr. Butler and his lieutenants indignantly 
reply that their employment aims are precisely the same as Labour’s. They - 
never explain that there is a world of difference between the often foolish 
deflations of former times (when high unemployment was indeed associated 
with the misuse of monetary weapons) and a policy of curtailing inflation by 
allowing employment to become for a time a shade less than brimfull. The 
greatest of all political crimes, it seems, is to admit that it could ever be 
sensible or necessary to envisage even a fractional rise in the unemployment 
ratio beyond whatever its current level happens to be. Only the austere Sir 
Stafford Cripps dared to defy the rule; in 1948, when unemployment was 
higher by more than 100,000 than it is now, he envisaged that his policies 
would involve a further rise of 150,000, to 450,000 (but in the event, of course, 
he did not let it happen). 

It remains to be seen whether the present Government, after all its recent 
protestations of determination to grapple with the present inflation and the 
threatened further rise in costs, will now show more courage and realism on 
this vital issue than it has done in the past twelve months. This, moreover, 
is the issue that has to be settled first. It ranks ahead of all the problems of 
methods of disinflation, because most of the remedies now being discussed 
must be of little account if the overriding assumption still is that they must 
never cause the level in the pot to dip below the brim. The City, in particular, 
would do well to note that this would certainly be true of its much-advocated 
remedy by cutting the public sector. If total demand is to be kept at an 
inflationary level in any case, then inflation cannot be reduced merely by 
altering the ratio between public and private demand. Even bigger produc- 
tivity is no solution—if the bigger pot is kept equally full. 

If the Government has indeed grasped the lesson of the past twelve months, 
and so is now prepared for some rise in unemployment, by far the most 
effective way of reinforcing its drive against inflation would be to say so. 
Indeed, if it had reached this conclusion and yet feared to admit it publicly, 
it still might have achieved a salutary effect if it had passed the word quietly 
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to the bankers; that would have been a much more sensible course than to 
issue through those same channels simply a word of command. For the great 
resistance that the exuberant economy has offered to the disinflationary 
effort has drawn by far the greater part of its strength from the general con- 
viction that the Government—despite its words and even despite its deeds— 
is still wedded to the policy of the brimming pot. And that has been especially 
true of the resistance offered by the bankers to the squeeze upon advances— 
by preferring for so long to meet the liquidity pressure by selling investments. 

The Government’s reply to questionings such as these would doubtless be 
that it has already shown its intention to cut demand, so that its readiness 
to accept the consequences, in terms of employment and output, ought to be 
presumed. But though that may be so at this moment when a serious spill- 
over mess is threatened, it does not signify that policy for the longer run has 
been so far changed as to ensure that the cycle of 1952-55 will not repeat 
itself. If the pot is managed carefully only when it is or has just been spilling 
over, and at all other times is kept brimfull, a froth of inflation will be more 
or less continuously bubbling on the top. At best, a policy of that kind 
would toughen sufficiently to avert major trouble whenever the balance of 
payments was seriously threatened; but it would permit—indeed, it would 
ensure—the continued creep of inflation, at least as measured by domestic 
prices. And if Britain’s creep was noticeably faster, over an extended period, 
than that of its principal competitors, the policy could be sustained only by 
devaluation. Indeed, given Britain’s dependence upon the world economy 
and especially upon the sterling area, it is questionable whether even that 
drastic expedient could sustain the policy; and if it did sustain it, it would 
be doing so only at the expense of the general standard of living. 


Mr. BUTLER’S CONFLICTING OBJECTIVES 


The Government must make up its mind whether it wants a brimming 
pot that is bound to overflow frequently or one that is full but is unlikely to 
overflow unless new demand is suddenly pumped in from overseas sources. 
If it chooses the former, it will be likely to find that its hopes of building a 
stable and free economy are no more than pipe-dreams, and its methods of 
policy will be likely to resemble ever more closely those of its predecessors. 
The Labour Government tried to cope with the problem of the overfull 
economy by damming up the excess of demand by physical controls, forcing 
it to resort to manifold systems of rationing and priorities. That is theoretically 
the logical method in such conditions; the trouble is that it does not work in 
a peacetime economy that is incompletely controlled—because the pent-up 
spending power sooner or later breaks through or seeps around the dams. 
Labour later recognized this, and so tried to ease the pressure on the dams 
by curtailing spending power at the source, by disinflationary budgeting. 
This device, which is theoretically unexceptionable, was however clumsy and 
insufficient by itself, and in any case was never wielded vigorously. Mr. Butler 
profited from that dreary experience, and saw that an effective curtailment 
of spending power required restraint exercised not only through the budget 
but by the traditional devices of monetary policy operating upon and through 
a free economy. 

He happily made the freeing of the economy a prime objective in itself, 
once the immediate dangers had been averted. But experience this year, and 
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especially in the past few weeks, suggests that he did not see equally clearly 
how the free instruments of regulation do their work. The forces by which 
a free economy meets a disequilibrium are not simply those set in motion by 
the authorities; they are very largely natural forces, and those forces cannot 
operate sufficiently if the underlying assumption is that the economy will 
always be kept brimfull. When a boom has to be restrained, business con- 
fidence is high. Neither business men nor consumers will see any reason to 
curtail their expenditures unless they anticipate a perceptible fall in total 
demand. If demand seems assured they will be very irresponsive to such 
pressures as a rising rate of interest—especially if, as this year, they are 
simultaneously encouraged by tax reductions. 

If business optimism is excessive, it is the task of monetary policy to 
prove it so. The proper réle of orthodox monetary measures is not so much 
to restrain demand by their own direct action as to set in motion the wider 
forces that will automatically check it at its source. This can almost certainly 
be done without undue delay or difficulty if the monetary authorities make 
it plain that they do indeed intend to bring about a material lowering of the 
general level. In former times monetary measures of the kind taken this 
year would have signalled that intention clearly and automatically—to the 
bankers, if not also to the general public. The bankers would then have at 
once anticipated a rise in their marginal risks, and would have been quick to 
scrutinize all loans that might be threatened by the expected decline. The 
squeeze upon marginal borrowers and the check to new ones would not then 
have waited upon a long preliminary phase of sales of gilt-edged. Almost 
from the outset it would have seemed more expedient to curtail some advances, 
and each curtailment would have sent an impulse of doubt spreading through 
the business world—making many others a shade less ready to embark upon 
new commitments, and more responsive to the rising rates of interest. And 
as these secondary influences spread, other bank loans would begin to look 
doubtful, and again the squeeze would extend automatically—until the 
authorities relaxed their own pressures. 


THE BANKERS’ DILEMMA 


Nowadays, after so long a phase of overflowing demand, the traditional 
monetary measures no longer signal a clear intent, even to the bankers, and 
certainly not to the business community The bankers have not found any 
reason to believe that the Government really would reduce the general level 
materially; and they have not, therefore, anticipated any increase in their 
lending risks. This is the very essence of the dilemma that has confronted 
them this year; and equally it is the essence of the dilemma that confronts 
the Government. In former times when an orthodox squeeze was put upon 
the bankers, the candidates for the consequential pressure upon advances 
selected themselves almost automatically, because the market economy was 
functioning freely. This year there has been no such selection. Because 
marginal risks did not seem likely to rise, the banks for months preferred to 
sell investments; the squeeze upon liquidity did indeed bring them eventually 
—even before the Chancellor's demand—to the point at which they knew that 
advances should be cut, but they were quite unable to see where and how to 
cut. Because of the underlying assumption of continued brimfull employ- 
ment, the market system did not make any sufficient selection. If any 
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impulse of doubt was sent outwards from the banks or from the falling gilt- 
edged market, or if some inventories were reduced because of the rise in 
interest rates, these effects were quickly stifled by the buoyancy of all other 
spending, by the optimism of the budget and by the Chancellor’s repeated 
assertion that here was no crisis but only a shade too much prosperity. 

The Government, in fact, has been pursuing two contradictory objectives. 
It has left everyone convinced that it still wants to keep the economy brimfull, 
and yet has tried to stop an overflow by methods that can work quickly and 
effectively only if bankers and business men expect the level to fall. That 
is the real reason why orthodox measures have so far had so little effect upon 
demand, why the Chancellor has faintheartedly groped back towards some of 
the methods of his predecessors, and why the bankers have been confronted 
with a well-nigh impossible task. 

As we demonstrated last month, when the banks saw no banking reason 
for cutting advances, they insisted that the Government should clearly accept 
the odium of any cutting that did occur. And when a technical banking 
reason did develop, because it had become too costly to defend liquidity by 
further sales of gilt-edged, they still could not see any clear banking criteria 
for cutting more than a tiny fraction of the demands upon them. If the 
orthodox pressures had been allowed a little more time to work alone, and 
especially if they had been tightened further, some clearer criteria would have 
begun to emerge—chiefly because the authorities’ persistence would have 
then been carrying conviction that they did, after all, intend a real con- 
traction in demand. But, as it was, many bankers saw technical reasons for 
expecting the liquidity squeeze to be relaxed, and more than seasonally— 
notably because of the programme of funding loans, and the actual terms 
selected for the Gas issue. 

At this juncture, therefore, they not only pleaded with the Government 
to shoulder the odium of cuts in advances but also virtually asked for a 
‘‘ directive ’’ as to how they should be cut. Given the assumption that 
demand would never be allowed to fall perceptibly below the brim, this was 
in theory a strictly logical attitude—just as logical, in fact, as the Labour 
Government’s reliance upon physical controls and rationing, and for precisely 
the same reason. If the economy was not to be squeezed to the point at 
which rising risks at the margin identified the least credit-worthy borrowers 
and also automatically cut down new demands, the cutting had to be based 
on some arbitrary scale of ‘“ priorities ’—presumably determined by someone's 
judgment of “ national interest ’’. And if there is indeed to be such a retreat 
to the theory and practice of planning, it is much to be preferred that the 
plans and the priorities should be decided by the Government and not by 
any private bodies, however well-intentioned. 

But Mr. Butler, while still wobbling confusingly between the two contra- 
dictory objectives, did see the hurdle that had so often tripped up his Labour 
predecessors. He met the first plea of the bankers in embarrassingly full 
measure—by making his “ request’ so peremptory that it amounted to a 
command, and by unprecedentedly requiring a “ significant reduction ” in 
advances (whereas all previous “ requests’ had merely been for due caution 
in lending policies, and otherwise for abstention from lending for a few specific 
purposes, broadly defined). But he flatly refused to go any farther than this 
—on the incontestable grounds that a priority system would be impossible in 
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any case. In the words of the Economic Secretary, Sir Edward Boyle: 


We do not intend to pursue a policy of selective direction by the Treasury. 
I honestly think that such a policy would be impossible for us to operate. . . It 
would be impossible for the Treasury to give any precise directions in this 
matter, and that is why I am sure that my right hon. Friend ‘the Chancellor] 
has been right to leave it to the banks. 


The sole priority that has been indicated is that “‘ it would be undesirable to 
check investment leading to increased production for export ’’. At the other 
extreme, the tightening of the Board of Trade regulations governing hire 
purchase suggests an obvious candidate for cutting. Otherwise, all is left to 
the judgment of bankers. Investment must be slowed up, but the criterion 
is not to be the ultimate purposes of the projects but “‘ whether in the existing 
state of the business they can at the present time be postponed ”’. 


DoinGc “ DuTy ”’ FOR THE CHANCELLOR 


If this categorical rejection of the planning technique means that the 
Chancellor has really stopped wobbling, and has chosen at last the only course 
that can make the free regulators work with adequate efficiency, the bankers 
may soon be released automatically from the intolerable réle of having to act 
as planners for a Government that regards planning as impossible. But if 
that is so, the Chancellor needed to do no more than make this plain. As it 
is, his command has simply blurred his intentions still further. The wise 
course for the bankers, when faced with an impossible order from a general 
who hoped to lead his army from behind, would have been to reason the 
whole case from its fundamentals. The Chancellor speaks of the bankers’ 
“duty ’ to cut advances. But they have no such duty. Their duty is to 
act efficiently as responsible bankers; which means that it will become their 
‘duty ” to cut advances only when the general has so far done his own prior 
duty as to convince the bankers—as bankers—that it has become more 
prudent (or less unprofitable) for them to cut advances than other assets. 

Unfortunately, instead of forcing the authorities to grips with funda- 
mentals of this kind, the bankers have encouraged the belief that they can 
and will become planners in the Government’s stead. For this purpose they 
have joined forces to concert their tactics, and to ensure that cuts or rejections 
made by one bank will not be frustrated by the new lendings of a competing 
bank. At this invidious command, they have done what has never been 
done before, even in response to the much more detailed (but much less com- 
manding) directives of the Socialist practitioners in planning. They have 
agreed upon the general principles of the cutting; they are aiming at a cut 
of around 10 per cent. in the total by the year-end, without taking account 
of the repayments by the nationalized industries out of their funding loans; 
they are to cut loans for hire-purchase finance by 15 per cent. in this period; 
and they are tackling the task by surveying the whole field of advances, 
without waiting for the customary dates for review. 

This highly-organized and concerted response will not serve the long-run 
interests of the banking community; nor, in the judgment of all who believe 
in a free economy, will it serve the best interests of the community as a whole. 
It unpleasantly suggests the readiness of the banking system to submit to 
dragooning—though that is in fact very far from the truth. Some bankers 
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are seriously worried about this aspect. Others explain that this is no more 
than special and temporary co-operation—with the Government and among 
themselves—in order to cope with an emergency. But this is not an emer- 
gency, not at least in the sense implied in this argument. If the Government 
remains wedded to the policy of the brimfull economy, situations of this kind 
will recur frequently—and in that event, the sooner the bankers persuade the 
Government to accept the due responsibilities of its policy, the better. If, 
on the other hand, the Government is already determined to be more realistic, 
then this regrettable concert of the bankers was not needed. 

Now the bankers, having failed to press the Chancellor to a clear choice, 
are left in much doubt about the intentions of policy. The recent indications, 
such as they are, have been mildly reassuring, but not conclusive. On several 
occasions just before Parliament rose, much care was taken, especially by the 
Economic Secretary, to emphasize that no departure from monetary orthodoxy 
had been intended and that there was “ no warrant at all for any suggestion 
that the monetary authorities are now going to relax their use of orthodox 
monetary methods’. But, in view of the muddle inherent in the directive, 
these and similar protestations still leave room for doubt. The one sure 
means of stilling these doubts forthwith—a further rise in Bank rate—has not 
been used. 

The orthodox techniques have instead been left to speak for themselves in 
quieter tones, and the message has to be guessed from the stringency sustained 
in the short-loan market (until the mid-August dividend dates and the first 
big repayments of loans by the Gas Council), from the further fall in gilt- 
edged and the further rise in P.W.L.B. rates, and from the fact and tactics 
of the £200 millions Electricity loan. That last indicator may, indeed, be the 
most significant of all. The loan took the form of a 4} per cent. stock—the 
only one in the list—with redemption dates 1967-69 and offered at 984, terms 
that put it quite clearly below the existing market level. The fact that so 
large an issue was offered on deliberately attractive terms within four weeks 
of the Gas issue, and at a time when that stock had already fallen to 3 points 
discount, goes a long way to correct the unfortunate impression given by the 
earlier tactics. It does imply an intention to make a real effort to sell 
the stock, and also to minimize the rise in liquidity ratios that funding of 
advances involves, even though the effect may be to depress gilt-edged further. 
But the inconclusiveness of such pointers may be seen in the arguments still 
frequently heard in the City, that the authorities are ‘“‘ bound ”’ to contrive 
a rise in the market because of the need to deal with the £524 millions of 
Funding stock maturing in November. 

In short, all this is still slender evidence from which to deduce that 
Mr. Butler has at last dropped the objective of the always (well, nearly 
always) brimfull pot, has at last recognized that it cannot be combined with 
his objective of a free economy guided by market regulators but would drive 
him inexorably to authoritarian ones. For the present, there must still 
remain a suspicion that all he intends is to blow the inflationary froth from 
the top whenever it becomes dangerously heady. And if that is still so, he 
ought to do his own frothblowing instead of passing the messy task to the 
bankers. They can and will do their part when his policy is clearly seen to 
be one for which orthodox instruments and banking techniques are fitted. 
Those techniques are designed neither for planning nor for frothblowing. 
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The World’s Dearer Money 





HE move towards dearer money is now world-wide and in full spate. 
In the first ten days of August no fewer than five overseas central banks 

raised their discount rates—the Federal Reserve Banks in the United 
States for the second time in four months. Six other countries had raised 
their official rates in the preceding seven months, so that the list of countries 
that have resorted to the monetary brake this year now embraces Britain, 
the United States, Germany, Canada, New Zealand, Japan, Belgium, Den- 
mark, Sweden, Norway, Turkey and Austria. The overseas increases have all 
occurred since the first increase in the Bank of England rate, made at end- 
January, and all but one of them came well after the increase to 44 per cent. on 
February 24. But the rise in the London Bank rate was itself probably only 
a small contributory factor in the circumstances that weighed in the minds 
of the overseas authorities. Only one or two of the increases were indeed 
so urgently demanded by an over-extended economy as was the action of 
the Bank of England. Most of these overseas authorities have evidently 
been applying the brake soon after the first clear emergence of inflationary 
pressures. 

This high degree of synchronization of monetary policies cannot be taken 
as evidence that the money markets of the world have already sprung back 
into that close interrelationship they formerly attained—though the trend is 
unquestionably in that direction. Still less does the rising level of rates 
overseas prove Britain’s present economic troubles to be generally no worse 
than those of its competitors. Rather does this display of monetary orthodoxy 
overseas reinforce the need for firmness and vigilance in Britain. It shows 
that, while the tendency towards inflation is indeed becoming world-wide, 
other countries are losing no time in combating it. They are using the 
monetary weapon in the classical way—to prevent disequilibrium, instead of 
letting it grow to menacing proportions before trying to correct it. The 
fact that costs and demand are tending to rise overseas does not mean, 
therefore, that British exporters or Britain’s economy gains a corresponding 
latitude. 

On a wide view, the move towards dearer money that has taken place this 
year is certainly to be welcomed. Only in the very short run could any 
renewed upsurge of world inflation help Britain to avoid the consequences of 
its own embarrassing excess of demand; very soon it would make matters 
worse—through its effects on food and raw material prices, which would play 
havoc with the terms of trade. Had the United States and the major 
Western countries, not excluding Britain itself, moved with such concert and 
expedition to check the inflationary pressures stemming from the outbreak of 
war in Korea in 1950, Britain would certainly have suffered far less in 1951. 
It was, indeed, in the course of the Korean boom and its aftermath that 
orthodox monetary policies first returned to favour; the list of countries that 
in 1950 and 1951 raised their discount rates for the first time since the end 
of the war includes not only Britain but also the Netherlands, France, Den- 
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mark, and Austria. And this phase also witnessed the famous “ accord ”’ 
between the U.S. Treasury and the Federal Reserve, which prepared the way 
for positive monetary policies in the United States. But in this phase of 
transition, of groping towards the long-discarded weapons, the moves were 
less concerted than they have been in this latest phase, and also far longer 
delayed. The contrast stands out clearly from Table I. 

The table also shows that monetary orthodoxy has now spread even to 
those countries that stood aloof through the Korean boom, and has also 
become more firmly entrenched among the converts. The Reserve Bank of 
New Zealand made its first post-war increase in its discount rate in April, 
1954, and has since made two further increases. Sweden, which to all intents 
and purposes continued its rigid cheap money policy until the dramatic official 
loan operation of last autumn, has this year capped the overthrow of that 
policy by the orthodox step of raising its discount rate; and a similar course 
has been followed by Norway. The United States, though its rate movements 
have been moderate and its level of rates never high (as betits the major 


TABLE I 
OFFICIAL DISCOUNT RATES 
(per cent.) 


(Reductions in rates marked in ifalic type; increases in bold) 





| 1947-49 } 1950 1951 1952 1953 1954 1955 
United Kingdom .. | 2 ee 2-24 244 4-34 34-3 3-34-44 
United States Ka | 1-1}-14 | 13-1} 12 13 13-2 2-13-14 = 14-1}-2 
Canada , 14% | 142 2 2 2 2 2-14-2 
New Zealand | 14 | 14 14 14 14 14-344 4-5 
India - .e | 3 ; 3-34 34 34 34 34 
Ceylon aa — | 2g 24 24 24-3 3-24 24 
Germany . | 5-4-4 | 4-6 6 6-5-44 44-434 343 3-34 
Belgium... -- | 343% | 34-32 32-34-32 33:3 3-23 23 23-3 
Netherlands a 24 24-3 3-4 4-34+-3 3-24 24 24 
France wi wa | 24-34-3 | 3-24 24-3-4 4 4-34 34-333 3 
Norway ea ve | 24 24 24 24 24 24 24-34 
Sweden - pe] 24 24-3 3 3 3-2 2? 2}-3} 
Denmark ed 3 3 4 4 4 44-4 4-5 5-54 
Austria... —* 34 34 34-5 56 6545-4 4-34 34-44 


creditor country), has in the past two years shown in its monetary techniques 
perhaps the greatest flexibility of all. 

There are some grounds for hope, therefore, that the world’s ability to 
restrain inflation is greater now than it was five years ago—because the 
monetary weapon is being much more widely used, and because the countries 
that used it in 1950-51 have gained experience and greater confidence in its 
adequate and flexible manipulation. As was to be expected, these are the 
countries that have now most noticeably acted in anticipation of trouble. 
They include the United States, Germany, Belgium, and Austria. The 
countries whose recent moves seem to have been tardily made have generally 
been those that were resorting to dearer money for the first time. Sweden, 
Norway and New Zealand have all been driven to firmer and more orthodox 
policies by the need to check an uncomfortable deterioration in the balance 
of payments. That was also true of Denmark—but the first move there 
may have been less belated; the National Bank raised its rate as far back as 
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the summer of 1954. One country that falls outside this pattern is Canada, 
where a flexible monetary policy has been deliberately evolved and where, 
until quite recent months, the authorities were still more concerned with 
recession than with inflation. Britain, as judged by its 1955 policies, appears 
to fall about halfway between the expeditious old hands and the tardy converts. 

It is wrong, of course, to measure the extent of recourse to orthodox money 
weapons by the use of the official discount rate alone. A change in the official 
rate has very different effects on market interest rates and on the banking 
system in different countries, and also, as is clear from Britain’s own experience, 
in one country at different times, according to the flexibility of the whole 
market. Equally, differences in the absolute levels of official discount rates 
give little indication of differences in absolute levels of commercial discount 
and interest rates. Further, in some countries, such as Australia, the central 
bank quotes no discount rate at all, whilst in others, such as New Zealand, 
the rate is only rarely effective. 

Yet the picture given by the movement of discount rates alone is on the 
whole a true one, for the simple reason that the countries that have been 
willing to raise their rates have in general taken other, and possibly more 
effective, steps of monetary restraint as well. The reverse is also broadly 


TABLE IT 
THE INDICATORS OF BOOM 

Industrial Unemploy- Retail Visible Trade Balance 

Production ment Prices ; 

Percentage change on corresponding period of 1954 in 1st Quarter 2nd Quarter 

first and second quarters of 1955 1954 195: 1954 1955 

I II I IT I II Monthly average in $ millions 
United Kingdom + 6.1 + 6.0 -20.6 -I5.7 +4.1 +4.5 —1I12.0/ —216.0 -144.5/-207.2 
United States a + 7.2 +1II.0 - 5.7 ~-20.6 0.6 —0.6 +299/ +334 +522/ +378 
Canada ¥ - +- 5.0 +- 7.2% + 26.1 +3.0 +0.5 +0.3 —- 20.4/ -— 8.3 -39.7t/-40.7T 
Germany 4 17.6 +16.0 - 8.1 -28.9 +1.5 +0.9 67.4/+- 32.0 +49.2/+26.4 
France - se +I1I.9 + 97.9% -~ 9.2 ~-14.6 5.39 +11 — 17.4/+4 12.5 —23.4/ - 4-9 
Belgium - i + 7.4 os —23.6 -33-4 - -1I.9 — 27.0/ — 5.1 _ 
Netherlands . . ¥ 4+. 8.9 + 5.4% -29.3 —-39-5* + 3.5 +1.4* - 27.6/ - 50.0 ws 
Denmark... ee - 0.8 +14.9 -25-7* +3.2 +4.1 - 35.0/ - 41.4 —38.1/ -28.4 

. 


April and May only. t Canadian dollars. 


true. Thus New Zealand has backed its higher discount rate by two increases 
in quick succession in the minimum liquidity ratios imposed upon the trading 
banks, and also by some direct restrictions on hire purchase; the authorities 
in Australia, on the other hand, appear to have taken no significant restrictive 
step in the monetary sphere other than their attempt to limit the extension 
of further bank credit to hire-purchase companies. Stability of the official 
rediscount rate does not, however, always imply that orthodox weapons are 
idle: in South Africa the Reserve Bank’s rate has been held at 4 per cent. 
since 1952, but most money rates were raised by } per cent. in March, clearly 
in response to the movement in London, and many observers expect a further 
increase to occur in the near future in sympathy with the world movement. 

Some broad indicators of the extent of world inflationary pressure are 
presented in Table II. These show the proportionate changes between the 
first and second quarters of 1954 and the corresponding periods of 1955 in 
levels of industrial production, in unemployment, in the official consumer 
price index, and in the balance of merchandise trade. A fuller range of 
indicators is especially difficult to present in an international context; the 
figures in the table are generally comparable, though they cannot be wholly so. 
But they permit two broad conclusions. The first is that domestic expansion 
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was proceeding at a rapid pace in virtually all the countries by the first half 
of 1955, and that the pace of expansion generally increased markedly in the 
second quarter of the year. The second conclusion is that that expansion 
had involved serious disturbance to prices and to the balance of trade only 
in the United Kingdom (and also in the Antipodes, for which full figures are 
not yet available). 

Industrial production has risen substantially and unemployment has 
declined in almost all the countries listed. But the several movements 
tabulated here do not, of course, afford any reliable measure of the extent 
to which the individual economies are (or are not) over-extended. Britain’s 
increase of 6 per cent. in production in the first two quarters of 1955, for 
example, follows two years of steady increase, and the latest fall of 16 per 
cent. in unemployment brings the percentage of unemployed down to under 
1 per cent. The rise in United States production of 7 per cent. in the first 
quarter and II per cent. in the second is in contrast a recovery from the low 
point of the recession of 1953-54; the reduction of 5 per cent. and then 21 per 
cent. in unemployment in the two quarters still left the percentage at 
4 per cent.—and roughly the same proportion still obtains in Germany. 
But both the scale of industrial expansion this year and its extension to all 
the leading Western countries are very striking. 


AMERICA—FROM RECOVERY TO BOOM 


The new element is, of course, its spread to North America. From mid- 
1953 until around the end of 1954 Europe boomed while the United States 
and Canada paused. Now the United States is past the stage of mere recovery 
and Canada is well set upon it; yet expansion in Europe continues unabated. 
It is this conjuncture that provides the new inflationary danger, recognized 
last month by the central banks of the United States, Canada, Germany and 
Belgium, notwithstanding the absence of marked internal or external strain. 

Avoidance of a new round of world inflation naturally depends most 
closely upon the success of the United States in containing its new boom 
within the confines of domestic stability. By midsummer, the economy had 
surpassed nearly all previous records. Industrial production in July was 
I4 per cent. above its trough in the recession and more than 2 per cent. above 
the previous peak reached two years before. Gross national product in the 
second quarter of 1955 reached an annual rate of $383 billions, 7 per cent. 
above the level in the second quarter of 1954 and 3? per cent. above the 
(pre-recession) level of the second quarter of 1953. Inventories rose in June 
for the fifth month in succession (though they were still $3.2 billions, or 4 per 
cent., below their peak of $82 billions, reached in September, 1953). Steel 
output was stretched to capacity, and in the automobile industry the fantastic 
rate of production reached in the first half of 1955 (around 5 million cars, 
nearly 40 per cent. more than a year before) has been followed by a less than 
seasonal decline during re-tooling. Both industries now face heavy additional 
wage bills, following the negotiation of contracts accepting the guaranteed 
annual wage. The increases granted to steelworkers have already been 
reflected in higher prices. They must also tend to stimulate wage pressures 
in other industries; in June average hourly wage rates were 3} per cent. above 
rates in June, 1954, and by July the increase on the year was 4% per cent. 
A further important wage increase was achieved late last month, by coal- 
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miners. Their wage for one day’s shift is up by no less than $2, to around $20. 

The dominant force that has given such impetus to the American economy 
in the past six months has been the same as that which was so instrumental 
in limiting the downward force of the recession—the buoyancy of consumer 
spending. In recent months, moreover, the high confidence of consumers has 
led to a renewed upsurge of buying on credit—aided by the relaxation of 
terms offered by finance companies and banks. In the month of June instal- 
ment credits outstanding rose at the record rate of $765 millions, raising the 
total to $24,900 millions and bringing the increase in the first half of 1955 to 
$2,500 millions, or 11 per cent. The increase has been especially marked in 
purchases of cars. Powers to impose official restrictions on the terms of 
instalment buying lapsed in America in 1952; but the Federal Reserve has 
recently made plain its disapproval of unduly easy credit facilities, and has 
informed the banks that it is “ keeping close watch ’”’ on personal loans to 
consumers. Steps have also been taken to curb the expansion in mortgage 
debt; details of the rules requiring larger down payments and reduced 
maximum periods for Federal insured mortgages are given on page I94. 
They are certainly not onerous; but they should help to sustain the slight 
easing up in the expansion of residential building that had become marked 
by the spring and early summer. A continuation of the boom in new building 
side by side with the boom in heavy industry could quickly bring the economy 
to a point of serious overstrain. 

The “ Fed ” is now describing its policy as one of “ clear cut ”’ (rather than 
““ mild ’’) restraint ; and it is prepared to tighten up further should inflationary 
pressures become acute. Its restraining measures of the past half-year have 
succeeded well in keeping the banks and the money market on a fairly taut 
rein. Its activities in the open market have markedly reduced the cushion 
of free reserves held by member banks—from about $700 millions in the third 
quarter of 1954 to around $150 millions in the second quarter of this year— 
so that both the increases made in the Federal Reserve rediscount rates have 
followed rather than preceded increases in bill and money rates in the market. 
The Treasury bill rate is now close to 1.9 per cent., whereas throughout 1954 
it was generally well under 1 per cent. (having reached a low point of 0.6 per 
cent. in June, 1954). The banks were forced to take cognisance of this trend 
away from ultra-cheap money: shortly before the increase in the Federal 
discount rate, the commercial banks’ prime loan rate was raised from 3 to 3} 
per cent. The total of commercial bank loans did indeed show a record 
increase of $4 billions in the first half of 1955, but the banks were forced to 
finance this expansion by making still larger sales of securities. 

The American economy, then, still appears to be in the stage of boom 
rather than inflation; and, notwithstanding the strong upward pressures 
acting on its industrial costs, expansion may still be kept within bounds— 
provided the monetary authorities sustain the excellent record of timely 
action displayed in recent years. Broadly, the same conclusion can probably 
be drawn about the outcome of the boom in the economies of Britain’s other 
major competitors. In a fundamental sense the increased responsibility and 
effectiveness shown by the world’s monetary authorities in recent months is 
a good omen for Britain, with its economy so vulnerable to even minor dis- 
turbances in the world economy. But it also demands of Britain that it shall 


do likewise. 























Spending £2,500 millions on Electricity 


How Realistic is the Ten- Year Power Plan ? 


By J. E. Hartshorn 


HEN the Central Electricity Authority came to the market last month 

to borrow another {200 millions, it mentioned in passing that between 

1954 and the end of 1960 it intends to add 11,250,000 kilowatts to the 
installed capacity of 18,787,000 kW that it owned on December 31, 1954— 
and, ‘in addition, to construct its share of the 14-2 million kW of nuclear 
power plant planned in the next ten years’’. But that isa rather incomplete 
summary of the largest capital investment programme ever set in train by 
any British industry. 

By the end of 1960, this shows, the British electricity system will have an 
installed capacity of about 30-32 million kW (C.E.A.’s total plus about 
2 million kW in Scotland); but by 1965, when the nuclear plants in question 
are operating, four more years’ building of conventional power stations will 
also have gone by. The total installed capacity, including nuclear plants, 
will then be of the order of 35-40 million kW—roughly double the capacity 
installed at the beginning of this year. No official estimate has been pub- 
lished of what the whole ten-year programme may cost. But the generating 
plant alone, counting the £300 millions estimated for the capital cost of the 
nuclear plant expected by 1965, might account for nearly {1,400 millions 
over the period: and if transmission and distribution equipment is required 
in the same proportion as in the programmes approved for C.E.A. from 1953 
to 1960, the whole investment in electricity in the ten years might well be of 
the order of £2,500 millions (at current prices). This dwarfs the progammes 
that have been put forward for coal and the railways, let alone the investment 
plans of any private industry. 

How, it may be asked, is an investment programme of such a magnitude 
formulated ? How—and how accurately—can demand for electricity be 
forecast over such a period? The electricity supply industry is certainly 
used to “‘ medium-term ”’ load forecasting—commonly for five years ahead, 
with provisional and tentative estimates for the sixth and seventh year. 
Estimates made yearly by the Area Boards of their probable requirements 
for several years ahead are cross-checked with independent forecasts made by 
the Central Authority’s market research staff and with the views of the 
authority’s system operation engineers: all are in terms of the winter peak 
load expected in an “ average cold spell ’’. These forecasts are checked for 
consistency as the years go by and, eventually, against the actual demand in 
the forecast year: in the immediate post-war period loads were seriously under- 
assessed by the British Electricity Authority (which, by shedding its Scottish 
responsibilities, has this year become C.E.A.), but the forecasts have recently 
become steadier and comparatively accurate (probably more so, for example, 
than in the American power supply industry). The total forecasts, adjusted 
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for possible weather variation and for economic fluctuation, form the (yearly 
revised) estimates of peak demand; these determine the amount of plant for 
which the industry plans (having regard to reserve requirements and to how 
fully it seems likely that the new plant can be utilized). 

But even the tentative plant programmes of the industry, by this estab- 
lished system, do not extend more than seven years in advance. The C.E.A. 
is now concerned, with the Atomic Energy Authority, in a ten-year programme, 
and indeed the “‘ Programme of Nuclear Power ’’ looks much farther than that. 
By 1975, that White Paper suggested, electricity consumption in Britain 
might be about 201,000 million [szc} kilowatt-hour “ units”’ a year, which 
might require about 57 million kW of generating capacity. Allowing for 
replacements of existing plant, this would mean the installation of about 
45 million kW over the next twenty years, of which 10-15 million kW 
(contributing, however, well over half of the whole supply) might be nuclear 
plant. These longer-term estimates are, of course, highly tentative, but they 
are presented with the appearance of remarkable precision. They are, 
primarily, estimates made in the Ministry of Fuel and Power, with C.E.A. 
concurring. In two papers presented to last month’s Geneva conference 
upon the peaceful uses of atomic energy, Dr. G. H. Daniel, the Ministry’s 
chief statistician, indicated the ways in which these estimates were arrived at, 
and these methods, which broadly underlie most of the long-range forecasting 
that has recently been done in the energy field, deserve description. 


FORECASTING FUEL DEMAND 

Long-range forecasting of energy demand for the world as a whole, as 
exemplified in the paper that Dr. Daniel presented to the conference in 
collaboration with Professor E. A. G. Robinson,* rests generally upon the 
examination of historical trends in energy consumption, and their con- 
sideration in relation to other economic and social trends—population, 
industrial activity, the efficiency of fuel utilization, and the uses to which 
fuel is put. Over the last century, these authors calculated, the total con- 
sumption of energy (expressed in some generally applicable unit, such as 
British thermal units or, as here, tons of “ coal equivalent ’’) had been rising 
fairly steadily by about 2 per cent. per annum. Energy consumption per 
head of population varies enormously from one country to another, in some 
cases very roughly in correlation with income per head. A more significant 
relationship, for the industrialized countries in Europe and North America, is 
between the rate of change in industrial production and the rate of change 
in total (not merely industrial) energy consumption. Broadly, the rates of 
growth of the two seem to vary as 5 : 3,t supporting the generalization that 
the 2 per cent. annual increase in energy consumption over a long period has 
been associated with about a 3 per cent. annual rise in the world’s industrial 
output. For the world as a whole, consideration of such relationships with 
the likely social and economic trends—plus some consideration of costs of 
energy, forexample as against the cost of manual labour—led Professor Robinson 
and Dr. Daniel to conclude that the trend of future growth in energy demand 





* ** The World’s Need for a New Source of Energy ’’. Presented at Geneva, August, 1955. 
t Strictly, for the period 1929-50, it is suggested that ‘‘ for every 1 per cent. rise in manu- 
facturing output there is a 0.81 per cent. rise in total energy consumption, partly offset by a 
tendency for consumption to fall by 0.6 per cent. every year ’”’. 
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may exceed 2 per cent. yearly rather than fall short of it; which would imply 
a demand for 743-10 milliard tons of coal equivalent—three or four times 
the 1950 demand—by the end of the century. 

In the second paper that he delivered alone at Geneva on “ The Energy 
Requirements of the United Kingdom ”’, Dr. Daniel relies partly, it would 
appear, upon methods such as these, and partly upon judicious extrapolation 
of consumption trends, for his conclusion that “an average 2 per cent. per 
annum growth in demand for primary fuel over the next decade or two does 
not seem unlikely. If this happens, demand will rise from 257 million tons 
of coal equivalent in 1954 to nearly 390 million tons in 1975’. It is the 
widening gap between such estimates of possible demand and the utmost to 
which coal production seems likely to expand that provides, according to 
Dr. Daniel, “ the fuel and power considerations that justify ’’ Britain’s nuclear 
cnergy programme. 

It should be added, however, that he traces, both in the world and in 
Britain alone, an apparently inherent tendency for electricity consumption to 
rise, seemingly independently of trends in other fuels. In both cases, the 
records of consumption throughout the history of the electricity industry 
lead him to suggest that the rate of growth of consumption at any time seems 
to be “‘ inversely proportional to the number of years that have elapsed since 
1875 ’’, when the industry began: this, in practice, means a slight but steady 
fall in the rate of growth. This purely statistical conclusion is supported by 
practical reasons why, for example, the expansion of power station use of 
coal between 1924 and 1954 was greater than the expansion of total coal 
demand over the same period. The average price of electricity in 1954 was 
a fitth less than in 1913 while that of oil more than doubled, that of town 
gas more than trebled, and that of coal more than quintupled. Expenditure 
on electricity, again, appears to rise as one goes up the income scale far more 
than expenditure on all other fuels put together. As standards of living rise, 
it seems, the householder buys more and more cleanliness and convenience in 
fuel. After cross-checking his “ global”’ estimate for power with a more 
detailed forecasting of power consumption in particular sectors, Dr. Daniel 
holds that by 1975 electricity will be taking the equivalent of 100 million tons 
of coal a year; only about 60 million tons of it, however, in coal (or possibly 
some oil), the remaining 40 million tons being, in the words of A.E.A., “ 40-400 
tons of nuclear fuel ”’. 


PREDICTIONS AND PRICES 


These elaborate methods of long-range forecasting, and the results derived 
from them, will inevitably be questioned by some fuel experts and some 
economists. Britain between the wars achieved a growth in industrial output 
with a rise in energy consumption of much less than the 5 : 3 ratio would 
suggest, as Dr. Daniel is well aware, though he objects in advance to “ the 
wrongness and the dangers in planning fuel and power supplies’”’ of an 
opposite interpretation, which assumes the growth in British fuel consumption 
may have flattened off for good because economic growth now favours the 
light consumer goods and service industries. His ‘“‘ equation to the line of 
best fit’ for predicting the trend of electricity consumption, again, is liable 
to appall the non-statistician; even though what it implies, a gradually 
slackening rate of growth, might seem very much what an ordinary observer 
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might expect. One's reaction to such long-range forecasting, indeed, seems 
to vary almost with temperament (and particularly, temperamental attitude 
towards statistics): some people's reactions are likely to be explosive. But 
when long-range guessing becomes necessary—and the current fuel situation, 
in which supplies of Britain’s main primary fuel seem to be falling behind 
demand, clearly does need such consideration of long-term possibilities — 
these are the only ways that exist of doing it. 

How do prices come into these esoteric projections ? The forecasts by no 
means ignore the effect of the relative prices of different fuels, so far as their 
replacement by electricity is concerned. But they certainly take no account 
of any possible check to fuel consumption in general that might or might not 
arise, for example, from the effect on coal, gas, and electricity prices, of letting 
the price of coal rise to what it might fetch in a “ free market’’. This 
summer's price increase of 18 per cent. for coal, roughly 20 per cent. for coke, 
and of varying margins on gas and electricity tariffs falls far short of what 
such a “ shock ”’ increase would probably mean; for even on its own chosen 
basis of average-cost pricing, by which almost half the coal sold in Britain is 
priced at less than it costs, the National Coal Board is still budgeting for a 
deficit this year and next. It is true that for most of this century the price 
of coal has been rising relative to wholesale prices in general (by about 1.2 per 
cent. yearly), and that long-term trends in coal and secondary fuel use there- 
fore have continued in spite of persistently adverse price changes. But 
whether Britain would continue to waste as much coal if it had to pay a more 
realistic price for it remains an open question—which these forecasts cannot 
be expected to answer. 

However total demand for fuel in Britain develops from now on, the 
programme of nuclear electricity planned for Britain in the ten-year span 
need not be counted an extravagant one. Although undertaken in con- 
ditions of expected fuel shortage, this is no hurried investment in otherwise 
uneconomic facilities. Nuclear power is offered to Britain’s power system at 
a strictly competitive cost (admittedly adjusted for the first stations by the 
‘plutonium credit’ the Atomic Energy Authority will allow on fissile 
material produced in the reactor along with heat for electricity). Such 
estimates of atomic costs, it was admitted by A.E.A. at Geneva, still contain 
elements of crystal-gazing, and must do so until a commercial-sized power 
reactor has been in operation for some time. But clearly it will be a mortifying 
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surprise to the experts if nuclear clectricity cannot be offered early in the 
‘sixties at a total generating cost equivalent to that of a modern coal-fired 
station, and if that cost, even in the medium run, cannot be reduced. In 
Britain's fuel system, the investment planned in nuclear power stations, 
having regard to its value for research and development and for educating 
British manufacturers in techniques they must learn in order to hold their 
places as exporters of electrical equipment, cannot be considered excessive, 
whatever the course of total fuel and power demand. If demand should not 
soar to the extent expected, the yearly review of prospects and programmes 
by C.E.A.—and in the Ministry—should make it possible to modify invest- 
ment in the interim in conventional stations, rather than nuclear ones; the 
only alteration that might in such circumstances become convenient in the 
nuclear power plans might be between the types and loading of reactors. 


CHOICE AND FUEL INVESTMENT 

To the engineer generating electricity in the ’sixties, it may be that coal, 
oil or nuclear fuels will therefore offer a choice at not markedly different costs. 
If the value of coal should rise nearer to a free market price, nuclear fuel 
and even oil for a time might offer cheaper total generating costs. The 
price of oil depends largely on the pattern of demand for different petroleam 
products. If demand for fuel oil in Britain and Europe increases much 
faster than demand for gasoline (as most fuel projections suggest it will do in 
the next two decades), it might be that fuel oil prices would have to rise to 
bear a larger proportion of refining costs. But in the world as a whole fuel 
oil consumption is still expanding less than gasoline (owing to the preponderant 
effect of the United States market) ; and it may take a considerable time before 
fuel oil prices respond much to the growth of demand in particular European 
markets. It seems safest to assume, again, that for some time the capital 
costs of nuclear power stations will remain higher than those of conventional 
stations; in terms of investment resources in a given period, therefore, it 
would be possible to increase conventional generating capacity faster than 
nuclear. While nuclear running costs remain far below those of coal power 
stations, again, it will pay to use the nuclear stations as near to continuously 
as possible, and new conventional generators may have to be redesigned for 
two-shift rather than three-shift working. Development of an integrated 
system will be partly governed by such operating needs; but it 1s suggested 
that by the ’seventies all the new generating plant built—perhaps 3 million kW 
a year by then—would probably be nuclear. 

In power generation, therefore, the traditional optimism about demand 1s 
about to be complemented by a new freedom of choice of primary fuels: the 
gas industry, which is beginning to use oil and has staunch hopes of finding 
or importing natural gas, hopes for similar room to manoeuvre. But the 
ultimate consumer, no less than the secondary fuel producer, is entitled to a 
reasonable choice of fuels; and his choice is not a fully reasonable one until 
the prices he is charged for them are fairly related to costs. They are not 
so related to-day. Coal is sold cheaper than the cost of producing the last 
ton demanded, which distorts the comparative costs of both secondary fuels; 
gas tariffs charge large numbers of consumers more than the probable mar- 
ginal cost of extra supply; and electricity tariffs, by offering units at a 
diminishing “‘ follow-on ”’ price at ‘‘ planning peak ”’ hours as well as off peak, 
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still tend to aggravate the peak problem of the industry by selling power too 
cheaply at critical times. According to the industry itself (though not to all 
its apologists) it is estimates of this demand during winter peak hours that 
primarily determine the total capacity planned for future years and hence 
(taking replacement into account) set the level of investment, at least in new 
generating capacity. In view of this continued policy—recently modified to 
an extremely limited effect by concessionary “ off-peak ’’ rates for some 
consumers in some areas—it is hard not to suspect that forward estimates of 
electricity consumption must contain a significant element of inflation. 

Whatever one’s views of the statistical and commercial predictions of 
future electricity consumption, therefore, it is not easy to be confident that 
theit translation into £2,500 millions worth of electricity investment over the 
-next ten years necessarily represents the most efficient possible utilization of 
-_plant and the minimum possible investment in plant to supply such amounts 
of power. The electricity industry expects some moderate improvement in 
load factor (the degree of use made of the system), but its own attitude 
towards such improvement, and consequent possible economy in investment, 
remains curiously ambiguous. It has recently, as an overdue “ emergency ”’ 
measure, agreed to finance a greater proportion of its huge annual investment 
out of prices, which with its provisions for redemption of capital and alloca- 
tions to special reserve will go some way towards a realistic provision for 
depreciation. But until C.E.A. carries out some wider reform of tariff policy 
designed to make the utmost use of its immensely expensive plant, this 
suspicion of tariff-induced inflation in its forward estimates of demand and 
its prodigious future claims for capital will remain. In terms of national 
investment resources, it would appear to be, potentially, by far the most 
costly distortion in Britain’s chequered fuel price policies. 








British Banks in Town and Country 
An Artist’s Sketchbook 


By Geoffrey S. Fletcher 
(Crery new. Bs to-day is an unusual mixture of the very old and the 


very new. Rebuilding has covered large areas damaged during the war 

—some of it very good and some of it fitting not so well into the 
atmosphere of this most charming of cathedral cities. The upshot is a curious 
admixture not unlike that of some of the partly reconstructed towns of 
northern France. The Parade, in which the branch of Lloyds Bank is 
situated, stands between most of this new building and the more vintage 
parts of the town. It will be seen that this bank, carried out in red brick 
and stone, is a full-blown specimen of what used to be termed the castellated 
style, much employed at one time for gentlemen’s residences and country 
seats. In London part of St. John’s Wood has been built in this style and 
there are various decayed residences in similar vein dotted around Norwood, 
relics of a more ample age. They are a reminder of the swinging pendulum 
of taste and fashion. Buildings of this sort were just a deplorable joke thirty 
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Specially drawn for THE BANKER by Geoffrey S. Fletcher 


Lloyds Bank, The Parade, Canterbury 


years ago; now even St. Pancras railway station has come into its own. 

The pleasing feature of this bank is that it is as self-assured as the 
Prudential building in Holborn, and has an equal air of solidity associated 
with the chink of gold sovereigns. With its corner turrets from which no 
bow and arrow has ever been fired and its richly recessed main door, this 
building belongs very firmly to the days when architects were not harassed 
form fillers but turned up to the site in silk hat and frock coat. Even if 
finances were no consideration, it is difficult to conceive of such a structure 
being built to-day. We have grown altogether too unimaginative in outlook. 
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Pakistan Devalues at Last 
By a Special Correspondent 






URING the August holiday week-end Pakistan at last brought its 
rupee into line with the Indian rupee, involving the lowering of its 

parity value by 303 per cent.—the amount by which the gold value of 
sterling fell in 1949. Significantly, the official communique issued from 
Karachi on July 31 avoided, so far as possible, use of the word devaluation. 
It spoke of “ revaluation’’, and of “ refixing’’ the sterling parity of the 
Pakistan rupee—a tacit recognition of the political difficulties that stood in 
the way of dispassionate consideration of this matter in the not so distant 
past. The abstention from devaluation in September, 1949, was, in many 
Pakistani minds, a symbol of their country’s independence of judgment, of 
its freedom within the sterling area and, above all, of its separateness from 
India. At the time it was a justifiable gamble, and for a while it enabled 
Pakistan to earn handsome profits on a rising market for primary products 
later topped up by the post-Korean boom. But when, by the middle of 
1951, the boom had spent itself, the advantages of a 2s. 2d. rupee were less 
apparent, and as time went by the overvaluation became a positive drag on 
an economy mainly dependent upon a small range of industrial fibres for its 
foreign exchange earnings. Nevertheless, many Pakistanis continued to cling 
to the belief that the premium that their rupee enjoyed at the official rates 
over Sterling and the Indian rupee represented, in some undefined way, an 
inherent economic strength denied to less fortunate countries. 

This was a mistaken and costly assumption. It induced considerable 
psychological resistance to any suggestion that, having reaped all the profit 
there was to be gained out of non-devaluation in the period 1949-51, the 
rupee exchange rate should be regarded no longer as inviolate but as the 
servant of an economy destined to encounter heavy strains as soon as the 
seller's market in primary products began to wane. No doubt the wiser men 
in business, and in the Pakistan administration, realized the vulnerability of 
their country’s position; but, in the midst of constitutional and other diffi- 
culties, any action that looked like capitulating to the Indian rupee—as 
devaluation would have done at one time—was just not practical politics. In 
the result devaluation has been deferred to a date when the earlier benefits 
that might have accrued from it have disappeared over the horizon, and in 
the meanwhile a good many stresses have developed in the economy. To this 
it may be replied that it is easy to be wise after the event; but events speak 
for themselves, and there have been plenty of indications in the last three 
years that Pakistan was supporting her rupee at a sterling and dollar parity 
well beyond her real resources and her current trading position. In 1952 the 
balance of payments showed a deficit of Rs. 87 crores (equivalent to {94 
millions at the 2s. 2d. parity); a surplus of Rs. 12.2 crores was achieved in 
1953 by heroic measures that kept industry very short of imported stores and 
raw materials. 

But the experience since 1949 has not been all loss, and there is some 
substance in the claim that the former rupee rate helped “ to stimulate the 
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import of capital goods, in order to accelerate economic development, both 
agricultural and industrial ’’, to quote the words of the Karachi communique. 
Non-devaluation certainly meant that capital goods could be purchased from 
abroad at a local currency price 30} per cent. smaller than that paid by other 
South Asian members of the sterling area. But, of course, such advantage 
as this conferred was not a continuing one to local industry but a-once- 
for-all gain. And, in any case, so far as the private sector of the Pakistani 
economy is concerned the pace of industrialization is determined by factors 
(e.g. the size of the domestic market) that are not very closely related to the 
external purchasing power of the rupee. The major benefit in the purchase 
of equipment and capital goods from abroad would accrue to the Government 
itself, which has probably been a substantial buyer on account of the defence 
department, and to the railways and the public services, whose gain may 
have been considerable. Achievement of self-sufficiency in food, coarse and 
medium cotton cloth, jute goods, cigarettes, matches, cement and paper by 
the 285 per cent. increase in industrial output between 1950 and 1954 can 
hardly be ascribed to the tonic effect of a 2s. 2d. rupee. Development 
financed by foreign aid or loans, made in the currencies of the lending countries, 
neither gained nor lost in the period of non-devaluation. 

That Pakistan launched her programme of industrialization in a period of 
high costs for capital goods is indisputable; it is less certain how far she has 
been able to mitigate this disadvantage by deferring devaluation of her rupee 
until 1955. But the official view is that the economic climate has now changed 
sufficiently to call for a reassessment of the exchange value of the rupee. 
World prices for raw jute and cotton have fallen considerably and the agri- 
culturists, who form the great bulk of the population, “ are therefore in 


economic difficulties’’. “‘ Revaluation’’ of the rupee, it is hoped, will 
‘immediately help to improve their economic condition and increase their 
purchasing power ’’. One of the prime objectives of national policy, it is 


emphasized, is to increase raw cotton production. As might be expected 
there has, in fact, been a rise in the internal prices of jute and cotton since 
the devaluation on July 31. The cultivator is getting a better price for both 
and should thereby be encouraged to grow more. Of the current season’s 
cotton crop, estimated by the trade at 1} million bales, approximately half 
will be taken up by mills in East and West Pakistan. This is an indication 
of the growth of local manufacture of cotton textiles in the last half-dozen 
years. An improvement in power supply has raised the number of jute 
looms in regular operation in East Pakistan from 2,000 to 3,500 during the 
last six months. Pakistan is thus consuming more of her own industrial 
fibres—which implies that she has rather less of them for export—and is 
perhaps reaching a point at which she has a small quantity of coarse cotton 
goods for export and a growing surplus of jute goods for sale in world markets. 
Up to now the export trade in jute manufactures has been mainly with South 
Africa, which provides a market for both sacking and hessian cloth. 

But, making full allowance for the progressive increase in the country’s 
manufacturing capacity, Pakistan’s main concern for many years to come 
must be as a producer of raw materials in one of which—raw jute—she has a 
commanding, but not a completely monopolistic, position vis-a-vis jute con- 
suming countries. In both cotton and tea she occupies a marginal réle in 
which her relatively small export surpluses have to be sold at world prices 
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that are determined by the major producing countries. The recent devaluation 
will unquestionably strengthen Pakistan’s competitive position in overseas 
markets. The fall in Mincing Lane auction prices since the beginning of the 
year meant that Pakistan-grown tea, the common grades of which are largely 
used for blending, was priced out of world markets on the basis of a 2s. 2d. 
rupee. In a recent issue of its quarterly review the National Bank of India 
reported that plain broken pekoe teas were quoted on the London market at 
3s. 44d., at which price many gardens in Pakistan were quite unable to produce 
on the basis of the old rate of exchange. 

Raw jute, which is Pakistan’s main source of foreign exchange, presents 
a somewhat different picture. In the eleven months to May 31 last, raw jute 
exports, as recorded by the Pakistan Jute Association, amounted to 4,485,374 
bales, of which 2,097,401 bales went to the sterling area (1,263,588 bales to 
India), 1,832,034 bales to continental countries, 325,143 bales to dollar 
countries and 230,794 to miscellaneous buyers. In the short period since the 
devaluation it seems that the Pakistani authorities have decided that, notwith- 
standing the new rate of exchange, they can maintain the controlled minimum 
prices of raw jute at their previous sterling and other levels and, in fact, have 
decreed that the former export prices shall continue without change. This 
decision is tantamount to an attempt to have the cake as well as eat it; and 
it has caused a great deal of uncertainty in the European jute trade, which is 
dependent upon supplies of raw jute from Pakistan. That India does not 
share the Pakistani belief that it will be possible for long to maintain pre- 
devaluation prices for raw jute in overseas markets is clear from the rapidity 
with which New Delhi abolished the export duties on Indian-made jute goods. 
Clearly the Indian Government considered that Pakistan’s decision gave not 
only the East Bengal mills, but all overseas manufacturers, a tremendous 
advantage over India in world markets. On any but the shortest view of 
the situation, the retention of minimum prices and an export duty on 
Pakistani raw jute is incompatible with the declared intention of the devalua- 
tion. But it is not certain that the Pakistani authorities themselves will 
accept this proposition in its entirety, or that they are not relying upon their 
near-monopoly in the fibre to dictate the price to British and continental 
jute goods manufacturers. 

Most of all, devaluation clears the way for some much-needed adjustments 
in the economy, adjustments that could not have been effected so long as the 
rupee was grossly overvalued. There will be much less inducement for the 
clandestine movement of capital from East to West Bengal where, for the 
past three years or more, the Pakistan rupee has stood at an appreciable 
discount below the official rate. There should be closer commercial inter- 
course between India and Pakistan, the value of whose trade with each other 
slumped from Rs. 181.1 crores in 1948-49 to Rs. 29 crores in 1954-55. 

In so far as devaluation can have any effect at all on industrialization, it 
may help to slow it down by raising the cost of imports of capital goods. 
This will be no bad thing, for Pakistan stands in need of a period of con- 
solidation so that a number of unfinished projects may be brought to com- 
pletion. For these, and other reasons, Pakistan has taken the right course 
in bringing her rupee into a more realistic relationship with the currencies of 
her trading partners—particularly the United Kingdom and India with whom 
the great bulk of her business is carried on. 
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The Floating Canadian Dollar 


— And its Relationship to Domestic Policy 
By E. P. Neufeld 


T will be five years at the end of this month since the Canadian Minister 
Jo: Finance announced the decision to return to a floating exchange rate. 

The step was followed in December, 1951, by the abolition of all Canadian 
exchange controls. The Foreign Exchange Control Board was dismantled, 
physically and legally. The international value of Canada’s dollar has been 
determined solely by market forces—including, however, the official operation 
of the Exchange Fund Account (the stabilization fund). These forces pushed 
the rate from a discount of 9 per cent. to parity with the United States dollar 
by March, 1952, and thence to a premium—which has persistently remained, 
notwithstanding wide swings in the current account of the balance of pay- 
ments and in certain sections of the capital account. The existence of the 
free exchange market has given the authorities a new freedom in the pursuit 
of internal monetary policies. It is the purpose of this article to outline the 
nature of the forces behind the strength of the Canadian dollar; to inquire 
into the equilibrating processes that have secured adjustment in this free 
market; and to examine the effects of official exchange and monetary policy 
on the exchange market, especially during the past year. 

Before 1950 it had become commonplace to think of Canada as a persistent 
creditor: its current account was in surplus in every year from 1934 to 1949. 
But of the past five calendar years only 1952 showed a credit balance on 
current account. The deficits have been financed by a large-scale inflow of 
foreign capital: hence the at first sight paradoxical strength of the free 
Canadian dollar. The nature of the financing is displayed in Table [. It is 
plain that the net inflow of funds for direct investment has been consistently 
the most important source, though new Canadian issues abroad have also 
contributed a substantial inflow. The total deficit on current account from 
1950 to end-March, 1955, reached $1,718 millions.* The inflow of direct 
investment capital—mainly, of course, from the United States—was actually 
slightly larger, at $1,754 millions; and net new Canadian issues abroad pro- 
vided an additional $717 millions and repayments of official loans a total 
of $314 millions over the period. It is, above all, this inflow of capital for 
long-term foreign investment that has sustained the Canadian dollar at 
premium levels through most of the varied economic weather of the past 
five years. Official reserves have not on balance been used to work in favour 
of the premium. They decreased by only $23 millions from the time when 
the rate was freed in September, 1950, until end-March, 1955. It should 
be noted that the increase of $830 millions in official reserves between the 
beginning of 1950 and end-March, 1955, wholly reflects the massive accretion 
in the first three quarters of 1950 in anticipation of exchange appreciation. 





* The dollar sign refers to Canadian dollars throughout this article except where otherwise 
marked. 
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The exchange rate premium is not unreservedly welcomed by Canadians, 
especially not by exporters, and it has been pleaded that capricious movements 
of incoming capital should not be permitted to exert a competitive hardship 
on Canadian export and import-competing industries. But much of the 
inflow has been of a kind that is speedily transformed into plant, equipment, 
and development of primary products—as well as social investments from the 
proceeds of provincial and municipal issues abroad. Of the total gross inflow 
of United States capital for direct investment of $1,633 millions from 1950 
to 1954, some 45 per cent. was used for oil exploration, development and 
refining, 26 per cent. went into mining and allied transportation, 4 per cent. 
into pulp and paper, and 25 per cent. into other manufacturing and mis- 
cellaneous uses. It seems a Safe generalization that on the whole the premium 
on the Canadian dollar has reflected not the effects of short-term capital 

















TABLE I 
FINANCE OF CANADA’S CURRENT ACCOUNT DEFICIT, 1950-55 
1st Cumu- 
1950 1951 1952 1953 1954 Quarter lative 
1955 Total 
Millions of Canadian dollars 
Visible trade (net) + 10 —147 + 489 — 58 + 13 + 8 + 315 
Invisibles (net) .. ‘“ -. —344 — 370 — 325 — 385 — 444 — 165 — 2033 
Balance on Current Account -334 -517 +164 -443 #£4x-431 -157 -1718 
Financed by* 
Direct investment in Canada +222 +309 +346 +426 +376 + 75 =+1754 
Direct investment abroad + 36 — 20 — 77 — 63 — 74 - 5 — 203 
Net trade in outstanding Cana- 
dian securities -. +329 + 38 — 94 — 31 + 55 — 20 + 277 
Net new foreign issues —- 74 +227 +227 +%+189 +124 + 2 + 717 
Foreign security transactions + 76 + 15 - 8 —— — 24 + 9 + 68 
Official loan repayments + 2 + 68 + 56 + 87 +72 + 7 + 314 
Foreign holdings in Canadian 
dollars +233 — 192 — 66 - 18 + 22 + 36 + 15 
Official reserves* , — 722 — 56 — 37 + 38 124 ++ 7! — 830 
Other capital movementst +210 +128 — 511 -185 + 4 — 40 — 394 
Net Capital Account +334 +517 —-164 +443 4=+431 +157 +1718 





* Plus sign indicates a capital inflow or a decline in reserves; minus sign indicates an outflow 
or increase in reserves. 

+t Includes mainly changes in commercial indebtedness, private and chartered bank holdings 
of exchange, loans between private unrelated parties, unrecorded capital movements and 
errors and omissions. 


seeking a quick profit but of funds attracted by the long-term investment 
opportunities, Canadian resources alone being inadequate to take full advantage 
of them. If certain industries have suffered as a result of the ensuing 
premium on the Canadian dollar, that is merely a reflection of a change in 
relative demand—away from the traditional exporting towards the new 
developing industries. The strength of the impetus behind the flow of direct 
investment funds is reflected by the fact that the flow has persisted in spite 
of the exchange premium. Were the capital inflow a fleeting phenomenon the 
argument would run differently. As it is, the investments will to a large 
extent strengthen Canada’s current balance of payments in the future, by 
reducing its dependence on foreign supplies of products such as oil and manu- 
factures and by increasing exports of other products, such as iron ore. These 


contributions are likely to add more than enough to offset increased payments 
for interest and dividends. 


Part of the inflow has found its counterpart in 
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current imports, so that it has accelerated the pace of Canadian economic 
development in general, besides making financially possible the development 
of certain capital intensive industries. It is perhaps unfortunate that the 
Canadian and United States monetary units carry the same name, for it tends 
to centre discussion on the “ par’’ rate of exchange on the quite ungrounded 
assumption that there is something inherently significant about that par- 
ticular rate. 

Two further points have been raised in discussions concerning the exchange 
premium. First, some of the capital inflow represented fixed-interest bonded 
debt, and was thus susceptible to domestic monetary policy. Canada’s net 
bonded debt payable in New York (optionally or otherwise) rose by $835 
millions from 1950 to 1954 inclusive, mainly in the form of provincial, 
municipal and corporation issues. Would it have been appropriate to ease 
the pressure on the premium by an easy money policy aimed at encouraging 
domestic and discouraging external borrowing on bonds through a lowering 
of domestic bond yields ? Most likely not. For much of the period inflation 
was either real or threatening, and the Canadian monetary authorities finally 
broke from their easy money policy in late 1950 and early 1951. To have 
persisted with easy money in order to discourage borrowing abroad would 
have distorted the true needs of the economy. It would have undoubtedly 
added to inflationary pressure—even when account is taken of the fact that 
that part of the capital inflow not represented by equivalent current im- 
ports tended itself to be inflationary. This is not to deny that there is no 
case for closely scrutinizing bond borrowing abroad by provinces, muni- 
cipalities and corporations, since the inevitable increase in rigid interest 
liabilities can at times prove embarrassing, as it did in the 1930s. But 
direct consultation, and not the non-selective use of monetary policy, would 
be preferable for managing this capital flow when it becomes a serious problem 
(and it is not one yet) during periods of inflation. 

During 1954 net direct investment and net capital from new issues 
dropped by $126 millions, and the deficit on current account was about 
equal to that of 1953; yet there was no weakening on balance of the exchange 
rate, and during the last half of the year the Canadian dollar strengthened 
persistently. The explanation almost certainly lies with the activities of the 
new United States investment trusts, which were formed specifically to hold 
Canadian equities in order to benefit from certain United States tax advantages 
accruing to such companies. It is estimated that about $100 millions came 
into Canada in 1954 for such purposes; and in the first quarter of 1955 $36 
millions net of Canadian equities were sold to United States residents. While 
these funds may at many removes promote an increase in Canadian invest- 
ment they certainly do not do so directly ; and they tend to inject an inflationary 
element into Canadian stock prices as well as to support the Canadian dollar 
premium. The effects of these capital flows, their purpose, and their mobility 
are accordingly different from the other long-term capital inflows; and they 
may in time have to be treated differently. 

A floating exchange rate is not, of course, essential for balancing the 
long-term forces acting on the balance of payments. It is most appropriate 
either when new forces are establishing themselves (as in 1950-52); or when 
there are large fortuitous and temporary shifts in various items of the balance 
of payments (usually in the current account) not arising out of lack of con- 
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fidence. Such shifts and the manner in which equilibrating forces developed 
to meet them form perhaps the most interesting part of the recent history of 
Canada’s floating dollar. 

The largest swing that needed to be offset was that from a current account 
deficit of $517 millions in 1951 to a surplus of $164 millions in 1952 (resulting 
from unusually large harvests accompanied by strong foreign demand for 
agricultural products and an improvement in the terms of trade). More 
specifically, there were current account deficits of $236 millions, $352 millions 
and $65 millions in the first three quarters of 1951, and surpluses of $136 
millions, $29 millions, $40 millions, $69 millions and $13 millions in the next 
five quarters (to the end of 1952). The year 1953 saw a return to persistent 
deficits. From the last quarter of 1951 to the end of 1952 it was, of course, 
necessary to offset not just the surplus on, current account but also the per- 
sistent inflow of funds. This brought the total accrual of exchange to $1,021 
millions over the five quarters, a formidable sum. 


How THE FLOATING RATE RESTORES EQUILIBRIUM 


The first equilibrating factor to be noticed is the appreciation in the 
Canadian exchange rate, from a discount of 5} cents in September, 1951, to 
a premium of 3 cents in December, 1952. Besides initiating all the usual 
tendencies towards equilibrium through its discouraging effect on exports and 
its stimulating effect on imports, this appreciation, as it proceeded to the 
point from which an ensuing decline was anticipated, made it more and more 
advantageous for Canadians to sell Canadian dollars or otherwise accumulate 
U.S. dollar funds. Exporters and others delayed receiving or converting their 
U.S. dollars and importers made some payments in advance of receiving their 
goods. This is reflected in the net outflow of $606 millions shown in the item 
‘other capital movements’’. Foreign holdings of Canadian dollars declined 
by $148 millions. Canadian securities became more expensive in terms of 
U.S. dollars (despite an actual fall in terms of Canadian dollars), tending to 
discourage American buying in Canada and encouraging Canadian purchases 
abroad. Such transactions resulted in a capital outflow of $90 millions 
(explained almost entirely by the repurchase by Canadians from Americans of 
Government of Canada securities). 

; Official policy in the exchange market—and it must be appreciated that 
in a fully free exchange market changes in official holdings of reserves con- 
stitute conscious acts of policy—also tended to soften the impact of the 
strengthening balance of payments; official reserves were increased by $222 
millions. This accretion, however, was not permitted to have any inflationary 
effect on the money supply, as it was financed by the Government from 
revenue and not by the central bank. No easing in monetary policy was in 
fact made to adjust the trend in the balance of payments; Canadian Govern- 
ment bond yields increased, even more than the equivalent yields on United 
States bonds. Domestic inflationary tendencies were already active, and there 
is little doubt that the policy followed was the appropriate one; but the 
authorities were faced with something of a dilemma in that the dear money 
policy further encouraged Canadian long-term borrowing in New York. 

It is plain, therefore, that the remarkably sudden and large shift in current 
account was offset principally by short-term capital movements based on 
exchange rate expectations, by official intervention, and by the direct effects 
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of the exchange rate itself. Had exchange rates been fixed, the authorities 
would have been involved to a far larger, and perhaps intolerable, degree. 
Official purchases of exchange would have had to be much bigger, and 
expectations of an ensuing upward revaluation of the Canadian dollar would, 
as in 1950, have set in train speculative capital inflows—rather than the out- 
flows eventually prompted by the movements in the free rate. Adjustment 
under fixed rates, or even under rates of limited flexibility, could have taken 
place only through monetary expansion. This would admittedly have been 
based on increased holdings of foreign exchange and would thus have con- 
formed to classical practice under the gold standard; but domestic inflation 
would have been aggravated at a time of virtual full employment—a drastic 
adjustment for the purpose of meeting a relatively short-run payments 
phenomenon. Canadian experience thus amply illustrates the limitations of 
fixed exchange rates and of automatic monetary expansion based on foreign 
exchange reserves in a country where both the external current account and 
the capital account are susceptible to wide and sudden variations. 

The forces tending towards equilibrium, when the current account 
deteriorated sharply in the last quarter of 1952 and turned into a large 
deficit in the first half of 1953, were broadly the same as in the phase of 
increasing current surplus. The Canadian dollar weakened, the item “‘ other 
capital movements’ showed an inflow by the second quarter of 1953, 
foreigners began to increase their holdings of Canadian dollars, and the 
authorities sold foreign exchange reserves. Once again equilibrium was not 
attained by movements in interest rates: indeed, by mid-1953 the rise in 
United States rates had sufficiently narrowed the spread between Canadian 
and American bond yields to check the inflow of capital into Canada on 
account of new issues. Furthermore, the increase in the price of Canadian 
Government bonds (achieved in spite of the weakening of the Canadian 
dollar) caused considerable selling by American holders. In the last half of 
1953 bond yields in the United States declined, and the interest differential 
encouraged a renewed flow of capital into Canada. By that time, however, 
the deficit in the current account had contracted sharply, and the premium 
on the Canadian dollar was rising. Finally, in the first half of 1954, the 
deficit again increased and the inflow of long-term capital was reduced. These 
strains were met by some weakening of the Canadian dollar and a net inflow 
of “‘ other capital movements ”’ 


ENHANCED FREEDOM FOR MONETARY POLICY 


It seems evident therefore that whilst capital flowing to and from Canada 
moves quickly in response to changes in interest rate differentials, such 
movements cannot be relied upon to have an equilibrating effect on the 
exchange rate—and frequently have the opposite effect. The cause is first that 
the monetary policy demanded by domestic inflation can, and did, coincide 
with a strengthening of Canada’s external account as a whole; and, secondly, 
that interest rates in the United States frequently move swiftly and in a 
direction opposite to that inducing an equilibrating (for Canada) flow of capital. 

Only in a special set of circumstances can movements in interest rates lead 
to equilibrating capital movements under Canada’s floating exchange rate and 
managed currency: when a strengthening in its external payments accounts 
coincides with domestic recession and, preferably, with relatively high bond 
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yields in the United States. Then equilibrium in both the domestic economy 
and the external accounts can be achieved through an easy money policy in 
Canada. Such a conjuncture of circumstances did in fact occur in the last 
half of 1954 and the first quarter of 1955. 

For the most part, however, short-term equilibrating capital movements 
have resulted from exchange rate movements, actual or expected; and such 
movements have played an important rdle in limiting the swings in the 
Canadian dollar since it has been freed. The scope for further equilibrating 
movements of foreign-owned Canadian assets is, however, diminishing. At the 
end of 1950, after the phenomenal inflow of capital under the fixed exchange 
rate, non-resident holdings of Canadian currency, deposits and Government 
of Canada securities totalled about $1,934 millions; by the end of March, 
1955, they had been run down to only about $1,000 millions—despite accretions 
to those balances that must have been represented by much of the outflow of 


$394 millions on account of “other capital movements’’. The greatly 
TABLE II 
CANADA’S YEAR OF CHEAP MONEY 
Yields on Treasury Yield on Medium-term U.S. $ 
Bills* Government Bonds* in 
Canada U.S. U.K. Canada U.S. Canadaf 
(Per cent.) (Per cent.) Can $ 
1954 
March 1.61 1.06 2.12 3.25 2.42 97.08 
June , 1.00 0.63 1.58 3.01 2.44 98.13 
September .. 1.21 1.02 1.65 2.88 2.45 96.97 
December .. 1.08 1.25 1.79 2.92 2.52 96.80 
1955 
March - 1.20 1.29 3.80 2.70 2.65 98. 43 
May 25 - I. 30 1.47 3.92 2.72 2.74 98.59 
* Middle Wednesday of the month. + Monthly average of noon spot rates. 


reduced supply of foreign-owned liquid assets may mean that in future adjust- 
ments will have to be borne to a greater extent by fluctuations in the exchange 
rate or by operations of the Exchange Fund Account. 

Canadian Ministers of Finance have frequently stated, most recently in 
the budget of April, 1955, that official policy was directed toward smoothing 
out fluctuations in the exchange markets without influencing underlying 
trends. This policy, it may be noted, was aided by large supplies of available 
foreign exchange resources. Before the war 25 per cent. of the reserves of 
the Bank of Canada had to be maintained against its notes and deposit 
liabilities; and the ‘“‘ free ’’’ exchange reserves amounted to only Io per cent. 
of total expenditures and receipts on current account. Now the bank has 
been relieved of this obligation, and the ratio of reserves to the total of current 
account transactions has been raised to around 20 per cent. There is every 
indication not only that the Exchange Fund Account has been used in 
accordance with declared official policy, but also—with the important excep- 
tion of this past year—that domestic monetary policy has not been actively 
employed to influence the exchange rate in any positive manner. 

Comparison of the monthly average exchange rate with the official 
reserves of gold and foreign exchange reveals a remarkably close correlation 
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between the two. From August, 1951, to September, 1952, the Canadian 
dollar rose from a discount of 5} cents on the U.S. dollar to a premium of 
over 4 cents; and reserves increased by U.S. $293.8 millions. By June, 1953, 
the premium had fallen to 0.6 cents, and reserves with it by U.S. $105.5 
millions; by February, 1954, the rate had again improved to a premium of 
34 cents and reserves had risen by U.S. $103.4 millions; and by May, 1954, 
the premium had fallen to just over 1} cents and reserves by U.S. $31.3 
millions. There is little doubt, therefore, that at least up to this time the 
Account was used in the orthodox fashion, and that monetary policy, as has 
been seen, actually worked in a disequilibrating direction from the standpoint 
of the balance of payments. 

In the past year, however, there has been a distinct change in the place 
of interest rate policy in determining the foreign exchange rate, and even 
perhaps occasionally in the policy of the Exchange Account in the foreign 
exchange market. When Canadian economic activity followed the United 
States downward in late 1953, Canadian and U.S. bond yields began a sub- 
stantial decline, which continued until about mid-1954. Thenceforward 
vields in the United States began to recover, with the economy. Canadian 
yields did not—they edged further downward as shown in Table II. By 
December 15, Canadian Treasury bill yields were below U.S. yields and, of 
course, far below United Kingdom yields; yields on medium-term Government 
bonds were below equivalent yields in the United States by late-March, 1955. 
In February the discount rate of the Bank of Canada was reduced from 2 to 
14 per cent. Several months later, the emphasis of Canadian monetary 
policy changed. The signs of economic recovery induced a move away from 
ultra-cheap money; and market rates edged upward. By early August the 
Treasury bill rate had exceeded 14 per cent. and the Bank of Canada reversed 
its February reduction in the discount rate. 

The earlier reduction of bond yields was a direct result of official policy. 
The Bank of Canada’s injection of cash into the banking system permitted the 
chartered banks to be active buyers of bonds in the market; their holdings 
of Government securities rose by $906 millions, to $3,642 millions, between 
June, 1954, and May 25, 1955; this accounted for all but $120 millions of the 
increase in gross deposits; holdings of “‘ other securities’ rose by only $283 
millions (of which $128 millions comprised the new housing mortgages), and 
loans (including the new call loans to the money market) were up on balance 
by a mere $17 millions. 

This easy money policy was pursued because domestic unemployment 
coincided with a strong balance of payments position. The premium on the 
Canadian dollar, which gradually but steadily increased from mid-1954 to 
February, 1955, became increasingly unpopular on account of its effects on the 
competitiveness of export and import-competing industries. The official 
policy of easy money, assisted by the upward trend in interest rates in the 
United States, counteracted the tendency towards a rise in the premium. 
The narrowing interest differential discouraged the floating of new Canadian 
issues in New York and encouraged the retirement of old ones; and high bond 
prices also encouraged the sale by Americans of their Canadian holdings. 
Thus from March, 1954, to March, 1955, new Canadian issues abroad totalled 
$257 millions (against $380 millions twelve months before) and retirements 
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reached $258 millions (against $142 millions in 1953-54). In the year ended 
March, 1955, Canadians repurchased $133 millions of outstanding Federal, 
provincial, municipal and corporation bonds, but probably an equal amount 
of shares was purchased in Canada by American investment trusts. Some 
Canadian money was also invested in United Kingdom Treasury bills in 
1955, but since most of this must have been covered by forward sales of 
sterling, it probably had little, if any, net effect on the spot exchange rate. 

In this phase of cheap money, the Exchange Fund Account may also 
have been used rather more strenuously than usual in ironing out ‘“‘fluctua- 
tions ’’: from August, 1954, to January, 1955, official holdings of gold and 
U.S. dollars increased by U.S. $41.3 millions, but the exchange rate appre- 
ciated only very slightly, from a premium of 3 cents to one of 34 cents. 
When the premium declined sharply in February, 1955, mainly as a result of 
unfounded rumours of an official return to par, the Account sold U.S. $44 
millions of reserves to ease the fall. In the past few months the premium 
has remained fairly steady at just under 14 cents. 

The experience of the past year therefore confirms that while Canada has 
the ability to influence international capital movements through its monetary 
policy, it is prepared only under certain circumstances to do so. By providing 
an additional force to bear the impact of vacillations in the international 
accounts, the floating dollar has provided greater flexibility in internal 
economic and monetary policy as well as in the exchange sphere. 
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The Schachtian Wizardry 


autobiography* is an event of considerable and even topical importance. 

Amid much fact and reminiscence of mainly political interest, it affords an 
insight into the control and management of the German economy during the 
greater part of the Hitler period, and the story is told by the principal archi- 
tect of that system of totalitarian economics. Dr. Schacht, moreover, was 
tackling before the war the kind of fundamental problem with which other 
economies, including the British economy, have become all too familiar since 
the war—namely, that of endeavouring to extract a quart out of a pint pot of 
resources. The moral to be drawn from the Schachtian dragooning of the Ger- 
man economy bears very closely on issues that are still alive in Britain to-day. 

One of Hitler’s first acts on his accession to power in early 1933 was to 
re-instate Hjalmar Schacht as president of the Reichsbank, a post he had 
occupied from 1923 until 1930. Under Hitler he held the office until January, 
1939; and from August, 1934, to November, 1937, he was in addition first 
Acting Minister and then Minister of Economics. Dr. Schacht took over an 
economy saddled with six and a half million unemployed—and in that fact 
lies much of the explanation of the achievement that often caused surprise 
before the war. He left the economy and its resources, human and material, 
fully employed—harnessed to preparations for the Second World War. It 
seemed to take Dr. Schacht an unconscionable time to realize what was afoot. 
When he realized what damage was being done to the German economy and 
to his plan (this seems to have weighed more in his mind than any sense of 
guilt at being party to preparations for unprovoked aggression) he cut adrift 
from the party, fell from favour and thereby satisfied himself that he had 
saved his soul and integrity. 

Much of this book was written as part of the denazification proceedings 
from which Dr. Schacht secured his acquittal as successfully as he had done 
from the preceding Nuremberg Trials.¢| Hence the repeated and tedious 
attempts at self-justification that are sprinkled through the greater part of 
the autobiography. This, at best, is tendentious pleading. Dr. Schacht, as 
a patriotic German, felt he owed his country the duty of pulling it out of the 
morass of depression and unemployment into which it had sunk. He points 
out, quite rightly, that it was this distress that provided the strong foundation 
for illiberal policies—and that he was therefore doing his duty to all the best 
‘and right ’’ causes in enlisting his ability against the forces of depression. 
But there can be less sympathy with Dr. Schacht’s claim that, in joining 
the Hitler ministry, he knew that he was mingling with dirt and evil but 
did so in the conviction that he would regenerate the system from within. 
This reasoning (or rationalization?) betokens a mixture of naivety and 


‘Fe appearance of an ‘English translation of Dr. Hjalmar Schacht’s 





* My First Seventy-six Years: The Autobiography of Hjalmar Schacht. London: Allan 


Wingate. Price 25s. 
+ A detailed summary of the Allied case against Dr. Schacht as presented by the United 


States prosecutor at Nuremberg in January, 1946, was published in THE BANKER for March, 1946. 
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arrogance that fits ill with the rest of the Schachtian narrative. There can be 
no escape from the fact that it was the economic system built up by Hjalmar 
Schacht that fitted Germany for the waging of aggressive war. 

The immediate interest of the autobiography springs from its first-hand 
account of the economic policy of Germany during a fascinating, if also 
gruesome, period of history. The story falls into two separate though inter- 
related parts. First, there was the essentially domestic policy of ‘“ work 
creation ’’. Secondly, there was the problem of Germany’s balance of pay- 
ments: how to expand internally on a “shoe string’’ of reserves, with a 
mountainous burden of unpaid or immobilized external debts. The answer 
was found in the cunning of bilateral payments arrangements to which the 
adjective “‘ Schachtian ”’ has come to apply. 

But before considering these basic economic issues of the Hitler regime 
it is instructive to go back to a somewhat earlier episode in Dr. Schacht’s 
life, which provides a good measure of the man. In 1923 Dr. Schacht had 
been called upon to rescue Germany from the inflation and collapse of the 
mark, first as Commissioner for the National Currency and then as president 
of the Reichsbank. The authorities had already introduced the Rentenmark, 
based a la Goethe's Faust on a general charge on the whole of German landed 
property. Dr. Schacht regarded the Rentenmark as an emergency measure 
to be superseded as soon as possible by the introduction of a stable gold mark; 
but temporary though it may have been, it was legal tender and its exchange 
value had to be held if the stabilization operation to which it was the prelude 
was not to be jeopardized. Soon the Rentenmark was under speculative 
attack and fell to a 15 per cent. discount. 

Drastic measures had to be taken—going far beyond any orthodox money 
action. ‘“‘ Once the public loses confidence in a currency "’, writes Dr. Schacht, 
“not even the highest rate of discount will scare off speculators ’’. And so 
the Reichsbank decided on a complete suspension of the supply of additional 
credit to the business community. On Saturday, April 25, 1924, the Reichs- 
bank announced that as from the following Monday it would not increase its 
total holding of bills. Any money that accrued to the Reichsbank from 
maturing bills was used to grant credit to those businesses in special need 
of it. The speculators—together with many more deserving users of credit— 
were truly squeezed, and compelled to hand over their foreign bills to the 
Reichsbank in return for marks, naturally at the official rate. This phase of 
absolute limitation of credit did not need to last long. It taught the specu- 
lators a painful lesson, and succeeded in providing a basis of confidence on 
which the ensuing stabilization of the currency and the introduction of the 
new gold Reichsmark could be built. In retrospect, the episode appears as 
a foretaste of the ruthlessness and unrelenting zeal with which Dr. Schacht 
was prepared to pursue the policy he considered necessary for success. 

When Dr. Schacht resumed responsibility for German finances in 1933 
the problems with which he was faced were very different. Unemployment 
had risen to 63 millions—comprising no less than 30 per cent. of the working 
population—and industry was barely ticking-over at about 60 per cent. of 
capacity. The case for a reflation of credit was self-evident. The first 
instalment was the Reinhardt Programme for the repair and reconstruction 
of houses, factories and machinery to which the Reichsbank contributed the 
sum of 1,000 million marks. This led on to the programme for the con- 
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struction of Autobahnen (based on strategic as well as purely economic con- 
siderations), to which the Reichsbank made a further direct contribution of 
RM. 600 millions. This was in fact soon to be repaid when the finance of the 
programme was taken over by the Reich budget—a clear intimation of its 
military facets. 

It was, however, in the next chapter of the work creation programme, 
that of the so-called Mefo bills, that the ingenuity of Dr. Schacht was most 
manifest. The name Mefo was derived from the Metall-Forschungs A.G. (the 
Metal Research Co. Ltd.), a company established at the instigation of the 
Government by the four giants of German heavy (and armaments) industry, 
Krupps, Siemens, Rheinstahl and Gutehoffnungshuette. The Government 
assumed direct liability for all debts incurred by this small firm. As such it 
became a financial intermediary in most transactions involving work for the 
Government—whether direct contracts or subcontracting. The suppliers 
would draw bills on the Mefo, which were eligible for discount at the Reichs- 
bank. The fact that they were thus rediscountable and bore a reasonably 
attractive rate of interest made them a favoured short-term investment for 
German industrial and commercial firms having a temporary surplus of funds, 
as well as for the financial institutions. In due course the total of Mefo bills 
outstanding was to rise to RM. 12,000 millions, of which about half was held 
by the public and half in the porfolio of the Reichsbank. 

In effect this constituted an expansion in the floating debt of the Reich; 
the fact that the Metall-Forschungs A.G. was involved in the transaction was 
no more than a veil, and a thin one at that. But, given the absence of a 
Treasury bill tradition in Germany and the prejudice against direct lending 
by commerce and industry to the Government, the interposition of this 
industrial “‘name’’ undoubtedly helped to mobilize a great deal of idle 
funds into the work creation programme and, by an easy transition, into the 
vast programme of rearmament. If Bagehot invented the Treasury bill in 
Britain, Schacht transplanted it, suitably disguised, into Germany. 

In Germany, however, the instrument was used for less worthy motives. 
“ Work-creation ’’ soon became open rearmament, just as German “ tourists ”’ 
became merely the advance guard of the approaching armed forces. The 
scales fell from Dr. Schacht’s eyes as he viewed this grim transition—and 
the inexorable tendency of the Reich’s expenditure to outrun its income and 
the genuine resources it could secure by borrowing in the open market. 
Hitler was pressing for new methods of financing the ever-mounting bill for 
rearmament. In January, 1939, the Reichsbank handed the Government a 
memorandum pointing out that 


the currency is threatened by the reckless policy of expenditure on the part 
of the public authorities. ... There exists no recipe, no system of financial 
or currency technique, be they never so ingenious or well thought-out, suff- 
ciently effective to check the devastating effects on currency of a policy of 
unrestricted spending by the State. . . . The members of the Board of 
Directors have staked all to help achieve the great objectives set before us; 
but a limit has been reached and they must now call a halt. 


A few days later Dr. Schacht was dismissed from his office as president of 
the Reichsbank. He remained Minister without portfolio until 1943, but 
in the war years he took no part in the direction of German financial policy. 
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The domestic credit policy pursued by Dr. Schacht comprised no more 
than the worthily premature implementation of the basic Keynesian doctrine 
that the main role of financial policy is to ensure the maximum use of available 
resources. Dr. Schacht allowed an expansion of bank credit to take place 
and made Reichsbank credit available directly to public works projects as 
long as it could be shown that the infusion of this additional credit would 
draw into effective employment resources that were previously standing idle. 
And when he knew that the process of reflation had reached the frontier of 
inflation and that further expansion of credit could create no more production 
but merely damage the currency, he made his protest and was duly dismissed. 

All this was—in post-war eyes at least—simplicity and innocence itself 
compared with the agile devices through which, during this period, Dr. Schacht 
had to tend an ever-precarious balance of payments. He was burdened by 
three major handicaps: a massive external debt, admittedly governed by 
standstill agreements but none the less an ever-present factor in all con- 
siderations of external payments policy; an exiguous gold and foreign exchange 
reserve; and a balance of trade that was bound to be distorted by the high 
proportion of domestic production going into armaments or into public works 
of essentially strategic character. Dr. Schacht’s claim to fame—some would 
say to infamy—is that he succeeded so well despite these handicaps and that 
he even found it possible to turn some of them to Germany’s seeming advantage. 

Nowhere was this expertize in deriving profit from weakness more strikingly 
illustrated than in the treatment of the external debts. Dr. Schacht has no 
sympathy for the foreign creditor. He repeatedly stresses in his auto- 
biography that he was opposed to the rush of foreign capital into Germany 
after the stabilization of the mark, especially to the extent to which that 
capital, much of it lent on short term, was sunk into long-term projects. One 
could wish that this opposition and cfiticism had been more vocal and audible 
while the process was under way—for Dr. Schacht was already at the Reichs- 
bank then. He asserts that it was up to the creditors to appreciate the risks 
they were running—risks for which they were seemingly being well paid. 

An interesting reflection of Dr. Schacht’s attitude on this question is 
provided by his recollection of a conversation with a leading London merchant 
banker in 1929, when the first signs of trouble began to appear and a German 
insurance company to which London had lent a good deal of money got into 
difficulties: 


‘Herr Schacht, you must see to it that, whatever happens, I get my loans 
back.” 

‘“T had always thought . . . that insurance companies were lenders, not 
borrowers. I don’t understand on what grounds you made loans to... 
particularly loans in foreign currency. Furthermore, I would ask you what 
you have earned on these loans ? ” 

‘Including commission I reckon we shall have made between eight and 
nine per cent.’ 

‘“And what percentage would you have obtained if you had loaned the 
money in England ?” 

‘“ About four per cent.”’ 

‘Then, please, . . . deduct the overpayment of five per cent. and be 
satisfied with a correspondingly lower repayment of your advance.”’ 


There is no word in Dr. Schacht’s presumptuous defence about the sanctity 
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of a contract, of the desirability of honouring the terms of a voluntary under- 
taking on the basis of which money had been lent and borrowed. The 
doctrine that emerges from this and most other of Dr. Schacht’s references 
to the external debt is that of “‘ caveat creditor ”’. 

But the creditors were to play a much more active part than mere sub- 
mission to repeated standstill agreements. In June, 1933, Dr. Schacht 
created the “ Conversion Fund ” into which the German recipients of foreign 
loans duly paid the service on their obligations—not, indeed, in the foreign 
currencies in which the payments were due, but in reichsmarks. Of these 
payments, one-half went to the foreign creditor in free marks and one-half 
was paid in “‘scrip’’. He could turn this into free marks only at a discount 
—which in turn served to subsidize selected German exports at the expense 
of the foreign creditors. This was only the first of the special devices to 
encourage German exports and travel in Germany through the creation of 
‘“cheap ’’ marks from the proceeds of the payments due to foreign creditors, 
blocked marks that could then be sold at varying discounts. These dealings 
allowed certain creditors to cut their losses and recover a proportion of the 
amounts due to them, and gave Germany the chance of fostering certain 
exports without itself bearing the cost that would normally be entailed by 
a subsidy. 

The main attack on the difficulties of the balance of payments was, however, 
launched under the banner of bilateralism and through the device of clearing 
or compensation agreements. Before he was appointed Minister for Economic 
Affairs Dr. Schacht was asked by Hitler what he would do about the foreign 
exchange situation. His answer provided the keynote of the policy that was 
to be followed. ‘“ I would never buy more than I could pay for, and I would 
buy as much as possible from those countries that bought from us”. This 
was the essence of the foreign trade programme that came into force in 
September, 1934, under the name of the “new plan’’. All external trade 
was made subject to control and imports were authorised only in accordance 
with the availability of foreign exchange. The colossal work involved in this 
control of external trade was spread among twenty-five supervisory centres 
and gave birth to a cumbrous bureaucracy—for which Dr. Schacht nicely 
expresses his regrets. For the principle of bilateralism, however, Dr. Schacht 
pleads no excuses. He admits that it sinned against the basic, orthodox 
dogma on which he had been brought up; but “‘ what mattered to me was 
not the classical tradition of economic theory but that the German people 
should be provided with the necessities of life’’. Trade agreements under 
which payments for German purchases were credited to a non-transferable 
compensation account were concluded with many countries, “‘ and these 
countries were urged to utilize these credits for purchases in the German 
markets’. This system was especially highly developed in German trade 
with the Balkans and South American countries. Dr. Schacht does not 
appear to recognize the abuses to which this system led—in particular the 
piling up of mark credits in compensation accounts which the countries con- 
cerned discovered could be spent only on the proverbial inessentials of 
‘aspirins and mouth-organs ’’. To Dr. Schacht this would, presumably, be 
but another case of ‘‘ caveat creditor ”’. 

By 1938 Germany was operating such compensation agreements with no 
less than twenty-five countries. The mark was no longer one currency. The 
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“ Aski’’ marks were available for trade with South American countries. 
Travel and register marks were being fed from interest and capital payments 
on the external debt. There were various types of blocked marks, including 
the “‘ blood money ” that Jewish refugees had to pay for the right to take 
with them a small part of their possessions. It was indeed an intricate and 
also a horrific edifice. It was not a particularly efficient system—as may be 
gauged from the bloated bureaucracy that was needed to supervise it and 
from the acknowledged corruption, petty and major, to which it gave rise. 
The “ new plan ’’ may have enabled Germany to gear its economy to war 
and to exert economic pressure of the crudest form on weak countries to 
mould their needs and supplies into close dependence on the Nazi economy. 
As Dr. Schacht claims, it enabled Germany “ to satisfy her requirements for 
raw materials and foodstuffs ”’. But it could not provide a permanent system 
of external relations, except perhaps in the context of a dominant Germany 
surrounded by a ring of vassal states. The “ new plan ”’ was based on default 
on the external debt; it used the methods of discrimination, the exertion of 
pressure and ultimately the outright commercial bullying to which a bilateral 
clearing agreement between a large and a small country inevitably lays itself 
open. The manner in which Germany managed its external economic affairs 
during this period, even as displayed with all the gloss that Dr. Schacht can 
throw over his wizardry, is a telling example and a warning to all those—of 
the Left and of the Right—who would like to see the same kind of principles 


applied here and now, in Britain, in 1955. 





CU— aes 
IW _d< 


A large number of branches and SSS 


affiliations in well-nigh every part AS Rn oF 
. b= a 


ae, 
wee. 


of the globe and our vast experience uf WA 


Q 


since 1824 place us in an excellent Goer 
position to assist in international 
trade and to offer advice on business 
potentialities in any of the world’s 


markets. 


Head Office: Amsterdam 


Branches inthe Netherlands and Indonesia, 
in Malaya, Singapore, India, Pakistan, 
Burma, New Guinea, Hongkong, Japan, NETHERLANDS 


Lebanon, Saudi Arabia, Kenya, Tanganyika, 
Uganda and in New York. TRADING 1 OT Cia f 


Affiliations in Great Britain, Surinam, BANKERS 
Curagao, Aruba, Tangier and Uruguay. 
(NEDERLANDSCHE HANDEL - MAATSCHAPPU, N.V.) 














—_—e ee eet ESO 








187 





Life Assurance in the Twentieth Century 
By a Special Correspondent 


URING the past half-century of progress in life assurance the character 
| oi the business has changed hardly less remarkably than its extent. 

As the standard of living rose, and as everyday life grew more complex, 
the scope for life assurance was considerably broadened, and, in the result, 
its inherent adaptability so developed as to provide for almost every con- 
ceivable domestic and business requirement. Actuarial skill and continual 
research have also been responsible for more liberal conditions introduced by 
the offices, a process that has contributed in no small measure to the prosperity 
of the industry. 

Necessarily, the most fundamental of the changes made by the offices to 
meet altered conditions have been dictated in the main by economic con- 
siderations—such as the trends in living costs, taxation, and the net yield of 
invested capital. For example, the often inadequate yield obtained by 
investing the lump sum payable under a whole-life or endowment assurance 
brought a realization that in most cases it is an income and not a lump sum 
that is the real need, and led to the introduction of “ income ”’ policies for 
family maintenance and retirement. Staff pension and group assurances 
have in particular been the subject of considerable actuarial research, while 
policies for death duties, educational and children’s assurances, and many 
other innovations have been devised to meet modern needs. With its appeal 
thus more broadly based, life assurance has expanded progressively, showing 
no apparent reflection of the one broad influence that might have affected it 
adversely—the effects of a falling value of money upon the public's willingness 
to enter upon contracts for future benefits more or less fixed in money terms. 

New life business from the time of the first Board of Trade returns in 1gro 
is shown in the following table, which brings together many of the “ key 
years ’’ of the period reviewed: 





Sum Assured Sum Assured 
Year £ mn. Year £ mn. 
I9IO - ha - 54 1939 es we - 190 
1913 ee oa “* 68 1945 e- ee _ 216 
I9I9 i is ee 131 1947 “A “2 a 550 
1922 oe _ ox 106 1949 = e o« 570 
1925 a - “ 130 1951 oy as - 744 
1930 - ws os 166 1953 a eo. o< 803 
1935 - wi +a 224 1954 is ee .. 1,000 (estimated) 
1935 o. ee “ 240 


The total business in force at the end of 1910 was £800.2 millions and total 
life funds were £348.5 millions. At the end of 1953—the latest year for 
which Board of Trade returns are available—total business in force amounted 
to £4,953.4 millions, and total ordinary life funds to {2,078.3 millions. 

As is to be expected, the composition of the business shows very con- 
siderable change. Whereas in 1910 the business in force related almost in its 
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entirety to individual policies effected under the two principal types of 
assurance—whole-life and endowment—the 1953 total is estimated to include 
group life and group endowment assurance for sums assured exceeding {£1,000 
millions, while assurances of a short-term nature effected in connection with 
inter vivos gifts, and decreasing assurances of the “‘ family income ” type and 
under house-purchase mortgage arrangements, could amount to quite a 
formidable additional total. 

Assurance statements deposited with the Board of Trade also testify to a 
changing relationship between with-profits policies and without-profits policies. 
Life assurances at the end of 1953 are shown to embrace 5,672,110 with-profits 
policies for an amount of {2,612 millions, and 2,333,126 without-profits policies 
for £2,341 millions. The corresponding pre-war numbers and total amounts 
were: with-profits policies, 4,786,966 for £1,443 millions, and without-profits 
policies, 1,191,530 for {697 millions. In amount, if not in number, the ratio 
of with-profits policies to without-profits policies has therefore fallen from over 
2:1 to 11 : 10, and indications are that this trend, which has its origin in 
the development of pension business on a without-profits endowment basis, is 
likely to continue. For individual assurances the with-profits contract has, 
of course, lost none of its well-deserved popularity. 

Beginning in the early 1900s, the turn away from whole-life assurance in 
favour of endowments is now revealed at sizeable proportions, the latest 
figures (for 1953) being 1,098,505 whole-life policies for sums assured of £884.4 
millions, and 6,325,889 endowment policies assuring {2,940.3 millions. 

The immensity of the long-term reserve requirements imposed on the 
companies by the rapid post-war growth of group life and pension business is 
well known. It has been the subject of papers contributed to the Institute 
of Actuaries and to the Faculty of Actuaries in Scotland. The nature and 
extent of the problem, however, is illustrated in striking manner in the figures 
relating to deferred annuities, a class of business that was negligible in its 
extent at the beginning of the century, but now attains new peaks with each 
succeeding year. The number of deferred annuity contracts in force has risen 
in the latest returns from 871,676 to 910,014 for an amount up from {151 
millions to £175 millions per annum. Ten years ago the number of such 
annuities was less than half the present total and the amount per annum 
barely £32 millions. 

To life assurance—even more than to other branches of insurance—war 
means a fundamental change in operating conditions, raising as it does difficult 
questions affecting accumulating funds, investment, maintenance of premium 
income and liabilities to policyholders. During World War I the offices were 
drastic in their dealing with depreciated values, and the big margin of safety 
thus built up in their assets lists, together with the advent of the 5 per cent. 
interest era, placed the companies in a highly favourable post-war position. 
Indeed, the period from 1919 to 1929 has been described as the golden age of 
life assurance investments. 

In contrast, the outstanding problem of life assurance managements 
arising out of World War II was the persistent decline in the average yield on 
invested funds. On the other hand, the effect upon mortality in the 1914-18 
conflict was such that war claims alone in several offices absorbed about 
one-third of the normal surplus, whereas in the Second World War the mor- 
tality losses, although heavy, were absorbed without undue strain. The 
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financial strength evidenced by the life assurance institutions in successfully 
surmounting these two world upheavals was a fitting tribute to skilful and 
conservative management over a long period. 

The years around the turn of the century were marked by low and 
declining interest yields; the average yield of £4 5s. per cent. net in 1885 fell 
to £4 2s. 6d. per cent. in 1890, further to £4 per cent. in 1895, and to £3 15s. 6d. 
per cent. in 1900. These were years of what now would be considered 
very low income tax liability. From the beginning of the century to the 
First World War there was a progressive rise in the net yield, and the high 
interest rates of the twenties carried the average net yield to the high level 
of {4 16s. 2d. per cent. by 1929. Then began the prolonged decline that 
extended from the pre-war cheap money era through the war and into the 
post-war years. As the following table shows, it has only recently been 
decisively reversed—but the yield has now been restored to its level of the 
early ‘thirties: 


Average Net Average Net 
Year Yield (%) Year Yield (%) 

£ s. d. £ s. d. 
1931 4 12 oO 1946 3 5 O 
1933 4 4 6 1947 3 5 0 
1935 440 1950 3 10 0 
1937 4 I 6 I95I 3 15 Oo 
1939 3 14 6 1952 3 16 6 
1941 3 4 6 1953 4 0 0 
1945 3 0 oO 1954 430 


The tax liability of the life offices is at an agreed maximum rate, at present 
7s. in the f, and is calculated on investment income, less expenses. 

Life premiums are, of course, calculated on the assumption that the office 
will earn, on the average, a certain net rate of interest throughout the duration 
of the contract. It follows that, during the long phase of falling interest 
rates, large numbers of contracts on the companies’ books were carrying 
premiums calculated at higher rates of interest than those actually realized. 
It is indeed fortunate that the offices so affected were able to utilize sub- 
stantial reserves to capitalize the probable interest shortfall for the whole of 
the future duration of these contracts without endangering their financial 
stability. Necessarily, in many instances these same conditions dictated an 
increase in premium rates for new contracts, and a downward adjustment in 
rates of bonus on with-profits policies. But in spite of increased procuration 
costs, high taxation and the low interest return obtainable until recently, the 
premium rates now charged compare favourably with those ruling at any time 
since Igoo. 

While interest rates have fluctuated widely during the past fifty years, 
mortality rates have substantially fallen. Following extensive investigations 
in the nineteenth century, the Hm and British Offices’ Life Tables were 
largely used as a basis of life assurance calculations until replaced by the 
mortality experience, 1924-29, published by the Institute and Faculty of 
Actuaries in 1934. Mortality profit is derived from the amount by which 
claims fall short of the number anticipated according to the mortality table 
employed. This profit can arise if whole-life claims occur later than expected, 
or, ideally, if death claims under endowment policies do not occur at all. 
As a measure of the progressive decline in mortality, the 1924-29 tables are 
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already recognized as being out of date, in that current mortality is proving 
considerably lighter than allowed for in the office calculations. There is food 
for thought in the possibilities of continuance of this improvement. 

In annuities, of course, this improving mortality trend operates against 
the companies, and many offices to-day maintain an additional reserve in 
their annuity account to cover the potential increase in lability due to the 
longevity of annuitants. It is clear that the very considerable long-term 
commitments under deferred annuities in connection with staff pension 
schemes could, in the event of a continuation of the present mortality trend, 
present the companies with a problem of major proportions. 

Virtually every life office adheres to the system of distributing a large 
proportion of the earned profits among the policyholders who have paid for 
the privilege of sharing therein. Ordinarily the bonus depends on the invest- 
ment yield and mortality experience of the company, and it follows that 
bonus rates in the turbulent twentieth century have by no means pursued a 
level course. Recent announcements indicate, however, that the trend 
towards larger profit distributions is continuing, and that an increasing 
number of offices are declaring bonuses at the pre-war scale. 

The industrial branch has been particularly successful in diverting the 
savings of the average man to the security of life assurance. The industrial 
life assurance companies, which began around the middle of the nineteenth 
century, to-day have more than 100 million industrial assurance contracts in 
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force, for sums assured approximating £3,000 millions and producing an 
annual premium income of {142 millions, the bulk of this vast volume of 
business being controlled by ten companies and five societies. Fifty years 
ago there were in force 20 million industrial policies, for sums assured of £195 
millions and producing an annual income of {9.3 millions. The average sum 
assured per industrial policy, which was about {9 at the beginning of the 
century, had increased to £20 in 1935, £38 in 1949, and £54 in the latest 
available statistics (for 1953). In the industrial section, as in ordinary life 
assurance, there has been in recent years a rising proportion of ne‘v endow- 
ment assurances effected and a falling proportion of whole-life as-“rances. 

The outstanding economic change of the present century, as exemplified in 
the assurance figures, 1s the vast shift in saving habits. No longer is it the 
private investors with large incomes before deduction of tax who are mainly 
responsible for personal saving. The principal scope for thrift is now to be 
found in the millions of salary and wage earners from whose marginal incomes 
life assurance premiums and pension fund contributions are received. 


PREMIUMS FOR WHOLE LIFE NON-PROFIT ASSURANCE* 
(Payments throughout life) 


Age Next Premium Rates per {100 Sum Assured 
Birthday 1900 I9I3 I9I7 1939 1955 
£ s. d. £ Ss. ‘ *. @ £ 2. d. £ s. d. 
21 I 9g 6 I I3 oO I 14 Oo I 6 9 I 8 o 
25 I 12 8 I 16 oO I 16 6 I 9 9 I II oO 
30 I 17 9 : s 8 2 1 oO I 14 3 I 16 oO 
35 2 4 0 2 6 9 2 69 206 3 : & 8 
40 212 oO 214 9 214 9 2: 37 9 2 9 6 
45 3 3 =0 3 5 O 3 5 6 217 9 219 O 
50 3 17 O 3 19 O 3 19 3 3 11 Oo 3 12 Oo 
55 - a 4 16 6 4 18 oO 4 18 Oo 4 8 9 4 9 6 
60 ea oe 6 3 0 6 4 O 6 3 3 5 13 oO 5 14 Oo 


* The figures given are not precise quotations, but are intended to afford a general idea of 
the trend of premium rates over the period. 


There are many contrasting and irreconcilable movements, all part of the 
chequered social pattern of post-war years, that make official estimates of 
total savings suspect to the critical observer, but it remains undisputed that 
the major source of personal saving arises out of contract, and mainly in the 
form of life assurance or through superannuation contributions. 

In round figures, the aggregate premium income of the British life assurance 
offices (ordinary and industrial) has risen since 1910 from £50 millions to £400 
millions at the end of 1953. Even allowing for the very heavy fall in the value 
of money since before the First World War, this represents a very marked 
increase. Of to-day’s premium income, roughly one-third relates to group 
life and pension business—almost unknown in IgIo. 

The precise amount of savings effected annually through life assurance is 
not easy to assess. The total premiums paid each year may be taken to 
represent the maximum amount saved by this means, and the extent by 
which individual spending power is thereby restrained, but a more meaningful 
guide is probably the net annual increase in life assurance funds, i.e. the 
difference between total income, comprising mainly premiums and interest, 
and total outgo, comprising mainly claims and expenses. This difference has 
recently been running at some £200 millions annually. 
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The Gap in Raw Materials Supply 





By Ernest H. Stern 





HE following notes and accompanying tables continue the series of studies 
setting statistics of output of raw materials against those of output of 
manufactures published in THE BANKER for several years.* The figures 
for 1954 suggest that the “ gap’ between intrinsic demand for raw materials 
and their supply narrowed somewhat. The index of world output of virgin 
raw materials is that prepared by Union Corporation Ltd. of London; the 
index of manufacturing activity—which can be regarded as representing the 
trends in the consumption of raw materials—is that prepared by the United 
Nations. Manufacturing activity has risen by more in the war and post-war 











TABLE I 
GROWTH OF MANUFACTURING AS COMPARED WITH GROWTH OF OUTPUT 
OF VIRGIN RAW MATERIALS* 
(World excluding Soviet Union. 1937-38 =100) 
1937 1935 1940 1947 1948 1949 1950 I95I 1952 1953 1954 
Manufacturing (incl. mining)... 105 95 113 127 136 137 157 +4170 174 186 186 
Virgin raw materials: 
(a) Weighted by 1930 prices 
1S. § 










in U.S. ++ -. 105 95 | IOI II4 125 127 140 157 161 I71 176 

(b) Weighted by 1948 prices | 
in U.S. $ ea »» 105 95 | 98 I10 120 120 130 145 4148 154 156 
(c) Average of (a) + (b).. 105 95 | 1r00 112 123 124 135 I51 155 163 166 
“Gap” as % of (a) .. - O O | +12 +11 + 9+ 8+12+8+7+9 + 6 
“Gap ” as % of (b) - O Oo | +39 +25 +83 +34 +22 +237 +16 +215 +139 
“Gap” as % of (c)_ .. - O o !' +13 +13 +11 +10 +16 +13 +12 +14 +12 


* The index of manufacturing is taken from the April, 1955, issue of the Monthly Bulletin of 
Statistics of the United Nations. It excludes the Soviet Union and its satellites. The raw 
materials index is one calculated by Union Corporation Ltd. of London and excludes the 
Soviet Union. It is based on output data for individual commodities weighted in terms of U.S. 
dollars (a) by 1930 prices, and (b) by 1948 prices; this gives a measure of the value of total output 
at constant prices. The total output of 1954 included in the index aggregates approximately 

32 billions at 1930 prices and $59 billions at 1948 prices. The raw materials index is a con- 
tinuation of a slightly more comprehensive calculation made by the League of Nations in pre- 
war years. Data for recent years and particularly for 1953 and 1954 are partly estimated and 
subject to revision. 








period as a whole than has the output of raw materials in virgin form; it is 
this conjuncture that justifies the concept of a “gap” of varying width 
between supply and requirements. In actual fact, of course, the “ gap’ has 
always been closed, whether by increased use of scrap or stocks, or by the 
more economical use of virgin raw materials. The trend of the “ gap”’ is, 
however, a useful guide to the need for such economies. 

The figures presented below include some revisions of figures for previous 
years. The term “ raw materials ’’ in the context of these articles is applied 
only to industrial materials and does not cover foodstuffs. The reservations 
















* See the issues for May of 1951, 1952, 1953 and 1954.—Eb. 
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of previous years in respect of manufacturing activity again apply: the world 
index is based on national indices, some of which include mining output and 
all of which, though in varying degrees, include industrial processing of food. 
Since both food processing and mineral output have expanded at a relatively 
slow pace—and also for other reasons inherent in the construction of an 
index of industrial output—the world index somewhat underrates the true 
advance of manufacturing activity. This, in fact, more or less offsets a 
downward bias in the index of raw materials output as a reflection of virgin 
materials required, resulting from its failure to take account of savings in 
input resulting from greater use of stocks, scrap and substitutes. 

The slight narrowing of the “ gap ”’ in raw materials supply in 1954, follow- 
ing its widening in the two previous years, was caused primarily by the 
recession in the United States. This was sufficient to offset booming activity 
in Europe; world output of manufactures, as measured by the U.N. index, 
was only maintained at its 1953 level. Output of virgin raw materials, 
meanwhile, continued to grow—albeit at a reduced rate, in part as a result 
of some slackening in the United States itself. 








TABLE II 
SUBDIVISIONS OF THE INDEX OF RAW MATERIALS 


(World excluding Soviet Union. 1937-38=100. Weighting by 1930 prices) 


Other 
Total Metals Minerals Fuel Fibres Others 
1937 - o 105 108 98 103 108 106 
1935 a 7 05 G2 102 Q7 Q2 O4 
19460 - ae IOI 85 07 115s So 116 
1947 ne ‘a 114 105 114 131 89 122 
1945 os o% 125 115 132 140 102 129 
1949 i - 127 119 1460 137 109 125 
1950 = .* 140 132 IOI I51 117 140 
1951 rv e* 157 [51 175 1607 135 154 
1952 + os 161 1538 190 171 142 145 
1953 _ a I7I 176 207 175 153 153 
1954 a o° 170 177 222 179 159 154 


This year, however, the “ gap’”’ has probably widened again. In the 
first half of the year the level of United States industrial production was 
some g per cent. above its level in the first six months of 1953. The industrial 
boom has continued in other countries, and total world manufacturing output 
may possibly have risen almost as fast as in the United States. Output of 
raw materials is unlikely to have kept pace with this remarkable advance. 

The “ gap”’ that has emerged in the post-war years between the growth 
of manufacturing and raw materials output has naturally had its effect on 
relative prices. It has also induced greater use of scrap and, after a slow 
beginning, has stimulated the search for new sources of minerals. Con- 
siderable findings have been made in recent years, though the contribution 
to new production has so far been limited. But there has not been a single 
post-war year in which output of raw materials has not increased. The 
world economy has, in other words, adjusted itself by an expansionist route 
to the “ gap’”’ in its supply of virgin raw materials, which essentially is a 
temporary phenomenon. 
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American Review 


HE continuing expansion in production and incomes last month provoked 
a further tightening of the credit reins—though the monetary authorities 
have not clapped on the brakes with sufficient force to jolt the economy 
from its exuberant mood. Banks in the United States, as in Britain, have in 
recent months been forced to finance rising loans by sales of bonds; “‘ excess ”’ 
reserves have been heavily depleted. The decision by the Reserve Banks in early 
August to raise the rediscount rate from 1? to 2 per cent. (2} per cent. in the 
case of the Reserve Bank of Cleveland) was thus made at a time when the banks 
were borrowing quite substantially from the reserve system. The increase in the 
rediscount rate in fact followed in the wake of moves in the market. The com- 
mercial banks’ prime loan rate had been raised from 3 to 3} per cent., and the 
Treasury bill rate had topped 1? per cent. and risen to nearly I.g per cent. The 
rise in yields has spread also to short and medium dated bonds, and the forty-year 
Threes have been offered below par. 
The Federal Reserve Board has, further, initiated a series of conferences with 
banks and finance companies in order to stress the limitations of monetary policy 


American Economic Indicators 
1955 





1952 1953 1954 
May June 
Production and Business: 
Industrial production (1947-49 =100) 124 134 125 138 139 
Gross private investment (billion $).. 49.6 51.4 47.2 _— 60.1 
New plant and equipment (billion $).. 26.: 28.4 26.7 oo — 27.9 
Construction (billion $) ‘i id *. 35-3 37.6 41.9 42.4 42. 
Business sales (billion $) - - ; 48.4 46.7 51. 51.6 52.: 
Business stocks (billion $) ai - 80.3 76.9 a 78.3 78.8 
Merchandise exports (million $) - 1,314 ,250 2 1,308 1,315 
Merchandise imports (million $) 6 906 851 , 950 925 


Employment and Wages: 
Non-farm employment (million) . 54.! 55- 54-7 55+: 55- 56.3 
Unemployment ('o0o0s) i im 3,230 2,489 2,679 
Unemployment as % labour force .. 2. a 5.0 , 8 4.0 
Hourly earnings (mfg.) ($) 1.81 x . 1.87 1.87 
Weekly earnings (mfg.) ($) 71.86 .96 76.30 70.11 
Prices: 
High 2 I 
397 405 


Moody commodity (1931 =100) 4 7 (0 


gl. O1.8 


Farm products (1947-49 = 100) 
I15.: 


Industrial (1947-49 =100) ae ‘< , 114. 
Consumers’ index (1947-49=I100) .. .5 I14. , 4. 114. 


Credit and Finance: 
Bank loans (billion $) .. a 7 64. 
Bank investments (billion $) .. 77 
Bank loans (weekly) (billion $) 2 
Consumer credit (billion) 2 
Treasury bill rate (%).. - - I. 


73-9 
51.6 
22.6 Si 23.5 
31.6 3 — 
1.93 1.49 : 1.62 
U.S. Govt. Bonds rate (%) . 3.16 2.91 2. 2.96 
Money supply (billion $) - .. 194.8 200.9 209.7 ; 206.7 207.4 — 
Federal cash budget (+ or—) (mill. $) -1,641 -6,153 -—1,060 — +1,871 — 
Notes.—Latest figures are preliminary or estimated. Yearly figures are given for private 
investment and equipment from 1952-54 and then quarterly figures at annual rates. Construc- 
tion figures show monthly averages 1952-54. Business sales and stocks, money supply, bank 
loans and consumer credit show amounts outstanding at the end of the period. Moody’s com- 
modity index shows high and low 1952-54, and end-month levels. Weekly bank loans are derived 
from partial returns only. Budget figures are cash totals 1952-54 and then quarterly. 
* Old basis. + Old series. 
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alone in influencing hire-purchase finance, and has attempted to induce restraint 
in the grant of facilities. This is discussed further in the general context of the 
boom in the economy in the article on page 158. 

The Administration has taken a direct step to induce restraint in the grant 
of mortgage credit. The Federal Housing Administration has enforced a minimum 
down-payment on mortgages it guarantees of 2 per cent. for veterans (who 
previously were subject to no minimum down-payment) and it has increased the 
minimum for other home buyers from 5 per cent. to 7 per cent. A maximum 
term of repayment, of 30 years, has been introduced for veterans, and the 
maximum for others has been cut from 30 to 25 years. 

Fuller details have now been published about the rise in gross national product 
during spring and early summer. By comparison with the second quarter of 
1954, personal incomes have risen by an annual rate of very nearly $14,000 
millions and disposable incomes by $13,000 millions, to $267,000 millions. The 
rate of expenditure, however, has jumped by almost $14,500 millions, and savings 
have been reduced by an annual rate of more than $2,000 millions. The rise in 
consumer spending, which has been fairly well-spread between durable goods, 
non-durable goods and services, was the largest single constituent in the rise in 
gross national product, from a comparable 1954 level below $358,000 millions to 
a new peak rate of $383,000 millions. Gross private domestic investment rose 
by $12,000 millions, of which an increase in construction expenditures accounted 
for nearly $5,000 millions and inventory accumulation for some $3,500 millions. 
Changes in Government expenditures and in foreign investment had little net 
effect on gross national product in the second quarter. 





International Banking Review* 


Afghanistan 


FGHANISTAN has become a member of the World Bank and of the Inter- 
A national Monetary Fund. Its quota in the Fund has been fixed at U.S. $10 

millions and its subscription to the capital stock of the bank at 100 shares, 
having a total par value of $10 millions. 


Australia 


The drain on exchange reserves was resumed in July, after having been halted 
in the two previous months. The official holdings of gold and foreign exchange 
dropped by £A2o millions, to £A355 millions. A survey prepared by the National 
Bank of Australasia suggests that the country’s external balance will again be in 
deficit in the year to mid-1956, though not so heavily as in 1954-55. 

The Commonwealth cash loan for £A35 millions launched in August contained 
three new features to overcome the recent reluctance of the investing public to 
subscribe money for Governmental development work. One was an offer of 
securities maturing in one year, the second an offer of ten-year stocks, and the 
third the lowering of the minimum subscription for short-term securities from 
£A1,o000 to {Atoo. 

An official analysis of banking trends in the year to June 30, 1955, shows that 
the deposits of the trading banks rose by only £A2 millions to £A1,307 millions, 





* News of United States banking appears in ‘‘American Review” (page 194). Brief editorial 
discussion of particular items of international banking news appears in ‘“‘ A Banker’s Diary” 


(pages 145-150 in this issue). 
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but that advances increased by £Ar16 millions to {A818 millions. The liquidity 
of the banking system was in consequence much reduced. 

Many of the States Governments have reimposed price controls on a wide 
range of goods. 


Belgium 

The Belgian Bank rate was raised from 2? to 3 per cent. at the beginning of 
August. The change was described as an official warning against any undue 
credit expansion, the authorities having apparently been disturbed by the extent 
of the recent growth in the money supply. The change in the basic rate was 
accompanied by some modifications in the structure of official rates; in particular, 
the special rate quoted for rediscounting bills not payable by a bank was increased 
by 4 per cent. 

A Government survey shows that there was a sharp rise in the external pay- 
ments deficit between 1953 and 1954 from B.Frs. 1,150 millions to B.Frs. 4,851 
millions (£34.6 millions). The setback was attributable to a deterioration on 
merchandise trade account. 

A new law raising the level of the so-called transmission or turnover tax by 
Io per cent. has now been brought into force. 


Brazil 


The scheme for pooling Brazil's earnings of sterling, German marks and Dutch 
florins to put Brazilian trade with these countries on a multilateral basis has now 
been brought into operation. The new arrangements are discussed on page 149. 
A further exchange reclassification of export products to establish more favourable 
rates for many items has been effected. This has been necessary to discourage 
exporters from holding back supplies in anticipation of the wholesale reform of the 
foreign exchange system. 

The country’s coffee plantations have been severely damaged by a frost of 
exceptional severity. It is hoped, however, that the resulting contraction in the 
quantity of coffee available for world markets will strengthen the price suff- 
ciently to enable Brazil to liquidate large stocks at attractive prices. 





Canada 

The Bank of Canada has restored its discount rate to 2 per cent., reversing the 
reduction to 14 per cent. made in February this year. The recovery in the 
economy has in recent months been gathering considerable force. 








| MUSLIM COMMERCIAL BANK 
LIMITED 


AUTHORISED CAPITAL . Rs.  3,00,00,000/- 
PAID-UP CAPITAL , Rs. 75,03,000/- 
} RESERVE FUND . Rs. 10,00,000/- } 
Chairman of the Board of Directors: Mr. A. W. Adamijee 
General Manager: Mr. W. G. M. Anderson 
Head Office: McLeod Road, Karachi 
, Branches throughout Pakistan 
CORRESPONDENTS ALL OVER THE WORLD 
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Concern has been caused by the tendency for United Kingdom exports to 
Canada to fall at a time when Canada’s purchases from other countries are 
increasing. In the first half of 1955 the inflow of U.K. goods was Io per cent. 
lower than a year earlier, whereas arrivals of German goods were higher by 8 per 
cent. and those of United States goods up by Io per cent. The chairman of the 
Dollar-Sterling Trade Council, Mr. James Duncan, has asserted that, unless the 
falling trend of Canadian purchases of U.K. goods can be reversed, Britain may be 
forced to reverse her policy of liberalizing her imports from Canada. 


Central African Federation 


The Federal Treasury floated a local loan for £7 millions in August, the largest 
domestic issue ever launched. The proceeds are being used to finance the 
development programmes of the Federal and regional governments. Before the 
public was offered {1} millions of the new issue, it was announced that half had 
been taken up against Government funds and {2} millions subscribed by financial 
institutions. The Federation is planning to make an issue of stock on the Dutch 
capital market in the autumn. 


Ceylon 

A detailed official analysis of the Government's six-year programme of invest- 
ment shows that 36 per cent. of the total sum of some {180 millions involved 
will be spent on agriculture and irrigation, 33 per cent. on public utilities, 16 per 
cent. on health, education and housing, 44 per cent. on industry, 4 per cent. on 
administration and the balance of 2} per cent. on rural development, village 
works and tourism. It is stated that 77 per cent. of the money will be used to 
finance projects of a “ strictly economic ’ character. 


Cyprus 


The Government has introduced a system of decimal coinage. The pound 
remains as the standard unit but it is now divided into 1,000 mils instead of 
shillings and piastres. The new coins, consisting of 50 mils, 25 mils, 5 mils and 
3 mils, have been struck by the Royal Mint. 


France 


The Governor of the Bank of France, M. Baumgartner, states in his annual 
report that 1954 was a good year for the French economy. The franc strengthened 
slightly in the exchange market. Industrial output broke all records and agri- 
culture made satisfactory progress. Prices were stable, and savings increased. 
M. Baumgartner also declares that the sale of French goods abroad was facilitated 
by the high degree of trade liberalization effected by other European countries. 
But these countries are now claiming reciprocal treatment from France, and 
French liberalization is still insufficient. 

The draft of a decree to reform the budget machinery has been laid before the 
finance committees of the National Assembly and the Council of the Republic. 
The draft provides that each annual budget should be accompanied by two 
reports. One would deal with economic development and general policies and 
the other specifically with the finances of the central government, local govern- 
ments, nationalized enterprises and social insurance institutions. The decree 
would also effect considerable modification of Parliamentary procedure on the 
budget to reduce the number of successive Parliamentary votes—from between 
500 and 1,000 to about 150. The reform, if adopted, would come into operation 
in time for the 1957 budget. 
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Germany 


The Bank Deutscher Laender announced in the first week of August an 
increase in its discount rate from 3 to 34 percent. At the same time the reserve 
requirements imposed on the commercial banking system were raised by I per 
cent., bringing the minimum ratio in the main centres to 12 per cent. for sight 
liabilities, to 8 per cent. for time deposits, and to 5 per cent. for savings deposits. 
Rates on Treasury bills were increased by } per cent. 

Signs of inflationary pressure have recently become marked. They include 
the large increase in short- and medium-term bank credits, rapid expansion in the 
building industry, and widespread demands for higher wages. 

The trade surplus in the first half of 1955 was rather less than half that 
recorded a year earlier. Imports rose by 31 per cent. and exports by only 19 per 
cent. The deficit on dollar trade increased from $114 millions to $181 millions, 
though the gap was largely covered by dollar expenditures by United States forces 


stationed in Germany. 


India 


The Indian Parliament has approved a plan for the introduction of a system of 
decimal coinage. The rupee would remain the standard unit. 

The Government is considering the conclusion of an agreement with the 
United States to permit Americans investing in India to insure with the American 
Government against risks of nationalization or inconvertibility. The investor 
would be able to claim compensation from the U.S. Foreign Operations Adminis- 
tration which, in turn, would take up the matter with India through diplomatic 


channels. 
Irish Republic 
The deputy Prime Minister, Mr. Norton, has announced that a trade delegation 
will visit Germany in the autumn to discuss the possibility of German capital 
investment in the Republic. He has suggested that Germany might find it easier 
to sell in Commonwealth markets by producing goods in Ireland, on account of 


the tariff advantage. 


Italy 
A new official decree gives exporters the right to dispose freely of the proceeds 
of Italian exports, on the condition that foreign currency is not retained for more 
than 15 days after it has been placed to the credit of an exporter’s account. 
Previously, 50 per cent. of export earnings had to be handed over to the authorities. 
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Japan 

The Bank of Japan has raised the basic Bank rate from 5.84 to 7.3 per cent. 
Subsidiary interest rates have been raised in sympathy, except for the rate for 
certain types of export bills, which has been kept at 5.84 per cent. In future 
the central bank is to make greater use of Bank rate in regulating the money 
market. 

Netherlands 

An underwriting syndicate of fourteen Dutch banks is making a public offer 
in the Netherlands of World Bank bonds to a total of Fls. 40 millions. The 
bonds bear interest at 3} per cent., and are repayable in fourteen equal annual 
instalments between I9g61 and 1975. 

The large deficits shown by the Netherlands in its payments transactions with 
other E.P.U. countries in June and July are said to have been caused primarily 
by transfers arising from foreign borrowing operations in the Dutch capital market. 


New Zealand 

The financial year to June 30, 1955, closed with an external deficit of £42 
millions, compared with a surplus of {£25 millions in 1953-54. In his budget 
statement for 1955-56 the Finance Minister, Mr. Watts, announced the tightening 
of hire-purchase regulations, establishing the minimum deposit on cars at 50 per 
cent. and that on other goods at I5 per cent. At the same time the budget itself 
made cuts in sales and income taxes expected to be worth some {10 millions in 
a full year. 

At the end of July it was announced that the minimum reserve ratio for 
demand deposits of the commercial banks was being further increased—from 
20 to 214 per cent. (in June the ratio was raised from 15 per cent.). The require- 
ment for time deposits has remained at 74 per cent. Early in August the trading 
banks were ordered to review all overdraft arrangements within twelve months 
to achieve the maximum economy in the use of credit. 

The Government is relaxing the ban on the repatriation of invested dollar 
capital and capital gains arising therefrom. Hitherto only earnings on investment 
have been freely transferable. 

Import licensing arrangements for 1956 announced by the Government greatly 
extend the list of articles for which licences are no longer required for imports 
from any source. 


Pakistan 

The Pakistan rupee was devalued to parity with the Indian rupee at the 
beginning of August. The move is discussed in full by a special correspondent 
on page 170. 

The World Bank has made two loans to Pakistan. The first is for $14.8 
millions to be used to finance port improvements at Karachi. The total cost of 
the project is estimated at $28.6 millions. The loan is for 25 years and bears 
interest at 43 per cent. A second loan by the Bank of U.S. $4.2 millions for 
I5 years at 42 per cent. will be used to finance a paper mill in East Bengal. 


South Africa 


The Governor,of the Reserve Bank, Dr. de Kock, argued in his speech to the 
annual meeting that there were now signs of a notable decline in the tempo of 
private development in the Union. The economic outlook was, however, fairly 
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promising. During the first half of the year the balance of payments showed a 
deficit of some £27 millions, but it seemed probable that in the second half of the 
year favourable seasonal factors would produce a substantial surplus on trade 
account and possibly a modest surplus in the payments balance as a whole. 

The Minister of Finance, Mr. Louw, has referred to the inflationary danger of 
excessive bank loans, and has suggested greater economy in the use of credit. 

During his recent visit to foreign financial centres, Mr. Louw had exploratory 
talks on the question of rectifying the disequilibrium in the world price of gold. 
He declared at one point in his tour that if the United States continued to oppose 
an adjustment, South Africa would be forced to consider taking independent action. 


Thailand 
The World Bank has granted a loan of U.S. $12 millions to Thailand to finance 
a five-year programme of development of the country’s railway system. The 
money is being advanced in various currencies. 


Turkey 


The Government has taken vigorous action to correct the deterioration in the 
country’s economy. The Bank rate was raised from 3 to 44 per cent. on June 30, 
and this was followed by a decree forbidding all imports financed on credit. It 
has also ruled that speculators taking advantage of the scarcity of raw materials 
will be blacklisted and deprived of bank credits. 

The trade deficit during the first half of 1955 reached £T315 millions, against 
{T262 millions a year before. Exports fell sharply, and imports showed a slight 
increase. A request to the United States authorities to increase aid to Turkey 
from $75 millions to $300 millions has been turned down; but the figure has been 
raised to $100 millions. 

Western Germany has now opened credits in favour of Turkey to the value 
of DM.325 millions. This follows an agreement concluded at the end of 1954. 





Letter to the Editor 





New Look at Endorsements ? 


Sir,—At a time when opinion seems to be running in favour of the virtual abolition 
of endorsements, your readers may be interested in a reply recently received by 
us from a “ Big Five’ branch bank when we wrote and asked them what was 
wrong with the discharge on a cheque returned to us unpaid with the answer 
that it was irregular: 

“ At the time of . . . presentation it appeared to us that the discharge... . 
had been altered to its present form. A re-examination confirms us in our first 
view and we think you will also agree if the cheque is examined through a 
magnifying glass.” 

If we are to assume that in future the examination of cheques should be 
carried out by means of a magnifying glass, we are indeed in for a ‘‘ new look ”’ 
where endorsements are concerned.— Yours faithfully, 

BRANCH MANAGER. 

August 19, 1955. 
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Appointments and Retirements 





Barclays Bank—London—Head Office: Mr. D. S. Travers to be a general Managers’ assistant; 
Mr. L. T. Cooper, from City Office, to be a controller of advances (London District); Battersea 
Park: Mr. L. G, W. Bramidge, from Victoria St., to be manager; Russell Sq.: Mr. H. Aldridge, 
from Battersea Park, to be manager. Pontardawe: Mr. W. E. Morgan, from Brecon, to be 
manager. Port Talbot: Mr. D. T. R. Jones, from Pontardawe, to be manager. Steyning : 
Mr. R. E. Jackes, from Lewes, to be manager. 

Barclays Bank D.C.O.—London, Gracechurch St.: Mr. A. E. A. Ockenden to be manager on 
retirement of Mr. S. W. Valentine. 

British Linen Bank—Edinburgh, Leith Walk: Mr. D. Rodger, from West End, Edinburgh, 
to be manager in succession to the late Mr. W. A. E. Rose. 

Clydesdale & North of Scotland Bank—Jnverbervie: Mr. E. C. C. Laing, from Dundee, to 
be manager on retirement of Mr. G. M. Stuart. 

District Bank—Chorley: Mr. S. Smith, from Bolton, to be manager. Leek: Mr. F. L. Johnson, 
from Hanley, to be manager. 

Hongkong & Shanghai Banking Corporation—Mr. S. W. P. Perry-Aldworth is joining the 
London management. 

Lloyds Bank—London—Head Office: Advance Dept., Mr. E. B. Baker, from Bristol, to be a 
controller on retirement of Mr. M. H. B. Rumbold; Overseas Dept., Mr. A. D. Russell and 
Mr. E. L. N. Daniels to be assistant managers. Bristol, District Office: Mr. C. Mudge to be 
district manager on retirement of Mr. L. C. Ridler. Milnsbridge: Mr. F. J. Knight, from Brid- 
lington, to be manager on retirement of Mr. G. T. Darwent. Newcastle Emlyn: Mr. T. D. G. 
Davies, from Llandovery, to be manager on retirement of Mr. W. T. Rees. Rochester: Mr. M. J. 
Raynes, from Bridgwater, to be manager on retirement of Mr. R. G. Paine. Skegness: Mr. A. W. 
Gregory, from Ipswich, to be manager on retirement of Mr. H. C. Walls. Sutton Coldfield: 
Mr. R. D. Bird, from Wednesbury, to be manager. | 

Martins Bank—Cockermouth: Mr. F. E. Burnett, from Wigton, to be manager. Formby: 
Mr. H. N. Thomas, from St. Luke’s, Southport, to be manager. Newton Abbot: Mr. D. E. Arkle, 
from Torquay, to be manager. Southport, St. Luke’s: Mr. K. Macdonald, from Head Office, 
to be manager. 

Midland Bank—London—Head Office: Mr. A. W. Alston, from Finsbury Pavement, to be a 
general manager’s assistant in succession to the late Mr. J. H. Begent; Chelsea, 337 King’s Rd.: 
Mr. A. C. Buglear, from Cambridge Circus, to be manager; Finsbury Pavement: Mr. E. H. Proctor 
to be manager; Hackney Rd.: Mr. S. M. Davies, from Chelsea, to be manager on retirement of 
Mr. A. E. Body. Heanor: Mr. E. W. Tregear, from Wellingborough, to be manager on retire- 
ment of Mr. A. Brough. Prestatyn: Mr. J. T. Evans, from Llandudno, to be manager. 
National Provincial Bank—London—Ealing: Mr. M. Veal, from Northwood, to be manager 
on retirement of Mr. E. L. Walker; Finchley Rd.: Mr. L. C. Woollett, from Streatham Hill, to 
be manager on retirement of Mr. C. A. Moore; Northwood: Mr. C. Nield, from Brompton Rd., 
to be manager. Brighouse: Mr. S. Sedman, from Barnsley, to be manager on retirement of 
Mr. B. C. Dunton. Bristol—Knowle: Mr. J. C. Freeman, from Wolverhampton, to be manager; 
Queen's Rd.: Mr. F. A. Hallam, from Knowle, to be manager. Cardiff, Llandaff North: Mr. J. 
Gregor to be manager im succession to the late Mr. O. R. Williams. Govrleston-on-Sea: Mr. C. R. 
Nevett, from Mexborough, to be manager on retirement of Mr. L. W. Freeman. Llanrwst: 
Mr. C. N. Humphreys to be manager on retirement of Mr. W. E. Williams. Oxford, Corn- 
market St.: Mr. C. E. Hacker, from Bristol, to be manager on retirement of Mr. R. W. Clarkson. 
Pwllheli: Mr. H. Barnard, from Criccieth, to be manager on retirement of Mr. J. R. Jones. 
Whittlesey: Mr. D. P. Hanney, from Bury St. Edmunds, to be manager on retirement of Mr. 
A. H. Siddorn. 

Royal Bank of Scotland—Glasgow, Alexandra Parade: Mr. J. Bone, from Jamaica St., to be 
manager on retirement of Mr. J. Scott. Brodick and Lochranza: Mr. J. E. O. Brown, from Head 
Office, to be manager. Campsie: Mr. G. Kean, from Greenock, to be manager on retirement 
of Mr. R. Finlayson. Drymen: Mr. J. M. McCready, from Kilmacolm, to be manager on retire- 
ment of Mr. F. R. Carson. West Kilbride: Mr. A. R. Macmillan, from Largs, to be manager in 
succession to the late Mr. J. B. Banks. 

Westminster Bank—Mr. D. V. Phelps and Mr. J. F. Prideaux have been elected members of 
the Board. London—Head Office: Mr. L. P. Galpin to be an assistant general manager; Lombard 
St.: Mr. S. C. Whitbread, from Mincing Lane, to be manager on retirement of Mr. L. G. Bowring; 
Curzon St.: Mr. R. W. Winch, from Brompton Sq., to be manager; Mincing Lane : Mr. W. W. Harris 
to be manager; Tavistock Sq.: Mr. W. R. Calder, from Curzon St., to be manager; Wanstead: 
Mr. E. T. Collyer, from Ilford, to be manager on retirement of Mr. A. M. Harris. Axbridge and 
Cheddar : Mr. H. R. Newton, from Chipping Sodbury, to be manager on retirement of Mr. W. H. E. 
Blake. Chipping Sodbury: Mr. D. F. B. Sherlock, from Barnstaple, to be manager. Sudbury: 
Mr. E. G. Smith, from Heathfield, to be manager on retirement of Mr. S. A. Game. Westcliff- 
on-Sea, Station: Mr. J. H. Penn to be manager on retirement of Mr. G. H. Fender. 
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Banking Statistics 


Trend of * Risk ’’ Assets 
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Trend of Bank Liquidity 
1953 1954 








. Oct. June July Jan. 
Liquid Assets :* y A wy A % % 
Barclays “a ; ; , 35- 23.9. 83.0 $4,2 
Lloyds din : . ' 30. 32. 34. 35.1 
Midland - : .§ , 38. 34-3 34. 35-4 
National Prov. ' 37. 35. 32. 38.2 
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District td ; 5 35. 30. 32. 31. 
Martins —— ° . ‘ 33- 31. OSs 30.9 
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Banks... 39.0 32.0 , 36.6 33.0 33.2 34.4 


* Cash, call money and bills. t+ Eve of ‘‘ new” monetary policy. 
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Averages 
of Months: 


IQ2I 
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Liquid Assets 


Actua 
fmn. 
HO 
655 
551 
545 
539 
532 
553 
554 
505 
596 
5600 
OI! 
605 
570 
623 
692 
713 
633 
072 
645 
785 
670 
712 
72 
735 
SSO 
1,280 
1,046 
1,703 
1,920 
2,345 
2,308 
2,097 
2,201 
2 
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2,147 


1,943 
1,902 
2,005 


* Ten clearing banks for 1921-35 


+ Bank statements immediately before and after the launching of the 
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Banking Trends over Thirty Years* 
‘“ Risk ” Assets 


Invest- 
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55-7 
64.0 


64.0 
606.7 


65.8 
60.1 


, thereafter eleven except for italicized line for 1936. 


policy and the first special funding operation. 


Ways and Means Advances: 


sank of England 
Public Departments 


lreasury Bills: 
Tender 


Tap 





Floating Debt 


Aug. 21, July 30, 
1954 1955 
f/m. ém. 
279.0 265.5 
270.0 3280.0 

1495-5 2049.0 


5044-5 


5594-0 





3300.0 
1999.1 


5571.2 


1955 
£m. 


“new ’ 


Aug. 13, 


295.3 


3310.0 
1909.5 


5577-8 


monetary 


Aug. 20, 
1955 
ém. 


257.8 


3320.0 
2027.8 


5605.6 
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National Savings 
(£ millions) 



















Change 
Savings in Total Total 
Certi- Defence Savings Total Accrued Defence Remain- MRemain- 
ficates Bonds Banks Small Interest Bond ing ing 
(net) (net) (net) (net) Maturity Invested Invested 
1948-49 .. — 6.6 - 6.4 +39.8 +26.8 102.8 —52.1 +59.5* 6101.9 
1949-50 — 23.4 — 18.6 - 29.7 - 71.7  #14«100.8 —- 0.9 +24.2* 6126.7 
1950-51 .. — 5-5 —20.7 - 64.7 -— 90.9 95-3 — + 4.1* 6130.8 
I95I-52 .. +19.8 — 14.7 - 90.3 -— 85.2 94.1 —42.6 —36.5* 6094.3 
1952-53 -- +20.8 —I11.3 —131.6 -I22.I 88.3 —45.5 —73.4* 6020.9 
1953-54 -- +19.0 + 0.3 —- 79.3 -— 60.0 88.6 —38.4 —-12.2* 6008.7 
1954-55 -- +45.8 + 50.0 — 35.5 +89.5 89.4 16.0 +120.8 6129.6 
1954-55 
April-June + 4.6 + 4.7 - 9.4 — 0.2 21.0 —I2.1 + 9.0 6015.0 
A ee + 1.4 - 21.8 -  20.I 7.9 — 2.4 ~14.0 6001.0 
1955-50 
April-June +10.2 5-7 — 3.0 +12.9 20.0 — 3.8 + 29.0 6158.6 
July .. + 1.8 + 0.9 — 25.2 — 22 Pe 1.7 —15.0 6143.6 





* After taking account of net sales through the Post Office Savings Banks of Government 
securities other than defence bonds. 









Britain’s Gold and Dollar Reserves 
(Millions of U.S. dollars) 


Net Gold and Dollar 
Surplus (+) or Deficit (—) 






Financed by: 

























































































Reserves 
Net Special at End 
Years and With With Surplus Ameri- Payments Change of Period 
Quarters E.P.U.* Other or can and in 
Areas Deficit Aid Creditst Reserves 
1946 —- — — 908 — +1123 + 220 2696 
1947 — nape — 4131 i +3513 — 618 2079 
1948 -—- — —1710 682 + 805 —- 223 1856 
1949 —- -— — 1532 1196 + 168 —- 168 1688 
1950 + 14 +791 + 805 762 + 45 +1612 3300 
I95I —I112 — 876 — 988 199 - 176 - 965 2335 
1952 — 276 — 460 —- 730 428 —- 181 — 489 1846 
1953 is +113 + 433 + 546 307 — 181 + 672 2518 
1954 - ~- + 85 +407 + 492 152 — 400 + 244 2762 
1954: 
I + 5 +102 + 107 60 — + 167 2685 
IT + 61 +253 + 314 18 —~ + 332 3017 
III + 3 + 57 + 60 35 — 21r — 116 2901 
LV + 16 - 5 + II 39 — 189 — 139 2762 
1955: 
January *% io. =e - 2 —- 12 13 ~~ a I 2763 
February... i aoe — 103 - 97 15 = - 82 2681 
March i a, — 30 —- 2 21 ~ 8 —- 14 2667 
I - I — 135 — 136 49 - 8 - 95 2667 
April.. + 13 —- II - 2 17 —- + 19 2686 
May .. + 31 —- 49 - 18 18 — — 2686 
June.. + 12 — 28 —- 16 IO -— - 6 2680 
II + 56 — 88 -- 2 45 = 13 2680 
July .. ~ 110 — 130 - 140 4 [30 2544 
* Portion of monthly deficit or surplus settled in gold (in month following each accounting 
period). 






+ Comprising a “‘ repurchase ”’ of sterling from the International Monetary Fund in August; 
the initial payment on the funding of part of Britain’s overdraft with the European Payments 
Union in July; and service charges on the U.S. and Canadian loans in December of 1951, 1952, 
1953 and 1954. The special credits comprised $4,909 millions from U.S. and Canadian credits in 
1946-50; $420 millions from the I.M.F. in 1947-49; and $325 millions from the South African 
gold loan of 1948. The quarterly instalments of $8 millions made on the Canadian wartime 
loan are not deducted from the net surplus or deficit. 
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UNITED DOMINIONS TRUST 





Record of Home and Overseas Expansion 





Mr. J. Gibson Jarvie on H.P. Restrictions 





HE 33rd annual general meeting of 
United Dominions Trust Limited was 
held on August 23 in London, 

Mr. J. Gibson Jarvie (the Chairman) pre- 
sided and, in the course of his speech, said: 

Your Board are privileged, for the seventh 
successive post-war year, to report a record in 
volume of business handled and in profits 
earned. 

Throughout the year, the expansion and 
spread of business has been both notable and 
gratifying. The young Dominion companies 
so recently established in Australia and 
Canada have already succeeded in justifying 
their creation. The South Africa company 
continues to grow in size and in importance, 
The New Zealand company has practically 
doubled its business in the year under review. 
The Rhodesia company has made splendid 
progress. Further, during the year we have 
purchased two additional companies, one in 
Northern Ireland and one in the Irish Republic. 
Seven new branches have been opened in the 
United Kingdom. 


Record Results 

The Consolidated Balance Sheet totals have 
risen from /£34,361,575 to £58,241,773 and 
profits earned have gone up from /1,060,122 
to £1,780,288. Taxation, however, has in- 
creased from £561,482 to no less a figure than 
£953,358. We have added £385,800 to General 
Reserves; Balance of Profit and Loss has gone 
from £359,493 to £423,778, whilst Credit 
Insurance Funds have risen from {£429,770 to 
£568,375 and Rebate of Interest and Deferred 
Income have jumped from /1,263,439 to 
£2,563,0206. 

Conditions, however, have not been easy. 
During the year the Bank rate was raised 
twice, by 4 per cent. on January 27 last and 
by 1 per cent. on February 24, and while the 
higher Bank rate increased the cost of money 
to us, we did not raise our rates to our 
customers. 

In recent years, at each Annual Meeting, I 
have been able to suggest the results we might 
expect in the year ahead. But we are meeting 
now at a time of continuing crisis. 

Where your Company is concerned, however, 
I can tell you that within measurable time 
the Dominion subsidiaries, taken together, 
may easily beat the record of the parent 
company—so that we are not dependent on 
Great Britain’s uneasy economy for growth 
and profits. 


Hire Purchase—the Scapegoat 
Mr. Gibson Jarvie reviewed the country’s 
social and economic problems and concluded: 
In short, too much money has been taken and 
is being taken by the Government and not 
enough is left for businesses or individuals; 
too much money has been taken by labour 
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without any corresponding production. To 
anyone seriously reviewing our economy 
to-day, these twin facts stand out a mile. 

Commenting on the recent hire-purchase 
restrictions, the Chairman said: 

As there must be the appearance of some- 
thing being done to check: our growing inflation, 
the Government seek a scapegoat. In this 
case they have—so they claim—discovered 
that a prime cause of the inflation is hire 
purchase. The theorist and impeccable moral- 
ist insist that hire purchasers are living beyond 
their incomes. They take no notice of the 
indubitable fact that hire purchasers faithfully 
meet their commitments. Since that is a 
fact, it surely proves that hire purchasers do 
not over-commit themselves. Hire purchase 
is, in fact, merely a compulsory form of 
saving, voluntarily undertaken. 

Hire purchase is a part of the modern 
economic set-up all over the world and, 
because it is essential, it has come to stay. 
Present-day conditions demand it. Without 
it large industries would be seriously affected. 
Exports in some of the biggest lines would 
drop. Factories would reduce output, men 
would be unemployed. Industrially, it is a 
necessity. 

Hire purchase made mass_ production 
possible and so gave us lower prices. It 
created wide markets for products which 
otherwise would have found only a limited 
demand at high prices. It enormously in- 
creased employment and wages. In conse- 
quence, it is a perfectly reasonable assumption 
that any nation which refuses the services 
that hire purchase alone can render, will have 
a lower standard of living and will be unable 
to compete with its more intelligent riva!s. 


Great Lack of Realism 

In general, there seems to be a great lack 
of realism about the many problems, social 
and economic, which face us at this serious 
time in our lives. The Government must take 
the first steps towards a more realistic outlook. 
They must cut their spending. Taxation must 
bear an economic relationship to the national 
income. The strike weapon must give way 
to a more sensible method of settling industrial 
disputes. Wage increases must come only 
from increased economic production. 

To make Great Britain strong and pros- 
perous again need not be difficult. All that 
is required is a rational and earnest approach 
to our work and our personal responsibility. 
The youth of the day must be shown that 
there is no easier way of passing the working 
hours than by working; that there is no 
greater satisfaction than the joy of accom- 
plishment. The golden opportunity for all of 
us, for the country and particularly for the 
youth, were never greater. But we must 
seize them. 














CHUBB & SON’S LOCK AND SAFE COMPANY 





Record Turnover 





Increase of Capital 





Mr. H. Emory Chubb’s Statement 





HE seventy-second annual general meet- 

ing of Chubb & Son’s Lock &«& Safe 

Company, Ltd., was held on August 15 
at Winchester House, Old Broad Street, 
London, E.C., Mr. H. Emory Chubb, C.B.E., 
M.I.Mech.E., chairman and joint managing 
director, presiding. 

The following is the chairman’s statement 
circulated with the report and accounts for 
the year ended March 31, 1955:— 

Our activities during the year have been 
many and varied. These days when we read 
of increased production and profits in most 
manufacturing businesses it should not be 
surprising that our turnover is an all-time 
record. Were it not so I feel that we should 
have much with which to reproach ourselves. 
To achieve this the difficulties and obstacles 
to be surmounted have been considerable. 

Among these difficulties has been the ques- 
tion of finance. In 1949 the subscribed Capital 
was {£200,000 and the total Capital employed 
£378,409. To-day the total subscribed Capital 
is £374,533 and the total Capital employed 
£1,042,969. During the same period the sales 
have increased by 300 per cent. and the gross 
trading profit from £111,023 to £289,191. 


Capital Proposals 


Part of this growth has been due to the 
increasingly important part which our Sub- 
sidiary Companies overseas have been playing 
in the Company’s prosperity. In 1949 the 
book value of our investment in the Sub- 
sidiaries was £74,175, whereas to-day it 1s no 
less than £408,476. In all of the principal 
countries in which we operate there has been, 
great expansion which shows itself in the con- 
solidated balance sheet. This aspect is par- 
ticularly reflected in the increase in stock and 
work in progress. In spite of the new capital 
raised during the year and record profits the 
Company is still short of working capital. 

To meet this situation we have obtained 
from the Capital Issues Committee permission 
to issue further Ordinary Share Capital and 
to issue a new class of ‘‘ A’’ Ordinary Non- 
voting Shares on capitalization of reserve, thus 
bringing the Issued Capital somewhat more 
into line with the assets that lie behind it. 
This will involve increasing the nominal capital 
of the Company and we propose at the same 
time to create unclassified shares which will 
be available for issue later. Accompanying 
these accounts is a letter which sets forth 
your Directors’ proposals. 

In addition to raising this capital it is the 
intention of the Board at some future date to 
obtain further cash to pay off the overdraft 
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either by the issue of further Unsecured Notes, 
of which there are at present £50,000 out- 
standing, or by the issue of Unsecured Loan 
Stock. 


Allocations from Profit 


Your directors recommend the transfer of 
£5,000 this year to the Dividend Equalization 
Reserve and £25,000 to General Reserve. 

They also have in mind to extend the 
objects of the Non-Contributory Pension Fund 
and to enable them to do this they have 
transferred on actuarial advice the sum of 
£6,000 to the Trustees of the Non-Contributory 
Pension Fund. 

I would call your attention to an anomaly 
which at some future date might have far- 
reaching effects to the country as a whole. It 
arises from the fact that during the last few 
years factories like our own have been con- 
stantly working overtime, and latterly efforts 
have been made to convert double shift into 
complete day and night work. The result of 
night work is seldom truly satisfactory and I 
am not dissatisfied that, for our own part, we 
were unable to arrange this as the necessary 
manpower was not available. Should, how- 
ever, overtime be abolished in future it would 
make some difference to the national pay 
packet and might, I fear, be a cause for general 
discontent. I mention this matter because I 
feel it is a hurdle which may have to be sur- 
mounted within the next few years. 


Parent Company 

In the year under review I am glad to tell 
you that despite the disastrous dock strikes the 
Parent Company's trade continued to prosper. 
Sales were up and we ended the year with an 
increased order book, despite the lengthening 
delivery times for certain of our standard 
products. 

On the export side, like many other com- 
panies, some markets have been closed to us 
and others have been affected by various 
governmental restrictions, but our export 
representatives have continued to find regions 
—particularly dollar ones—where development 
of our trade can take place. 

One of the most satisfying advances has been 
the further strengthening of our Design and 
Development Section, whose function is re- 
search and improvement in the design of all 
our products, whether they be locks, safes, 
equipment or treasury doors. The result of 
the work of this department is now in evidence 
in the new design of our range of safes, which 
is well ahead of the models it replaces. Of 
particular note is the introduction of the first 
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in production. Also we have developed a new 
type of Combination Lock which we believe to 
be in advance of any other offered to the 
public. Prototypes of new locks of great sim- 
plicity and ingenuity are in hand and I hope 
that within a year these will be developed into 
marketable units. 


Overseas Activities 


CANADA.—Our latest reports from Canada 
are satisfactory. There we are at present 
expanding our works and we have good 
grounds to believe that this enterprise will 
be successful. 

AUSTRALIA.—A most satisfactory year has 
been experienced in Australia and much pro- 
gress has been made with sales of security 
appliances as well as those of architectural 
metalwork and building work, which reflects 
great credit on all concerned. There we are add- 
ing considerably to the space necessary for our 
ornamental bronze and aluminium business, a 
portion of our trade which is keeping pace 
with the increase in our security business. 

SoutH AFRICA.—Here our works have been 
fully engaged throughout the year, and as a 
result of a recent visit of the Hon. G. C. H. 
Chubb, we are well placed to trade in that 
country of not unlimited potentialities. For 
the third year in succession we have been 
awarded the Gold Medal at the annual Rand 
Exhibition. 

[Np1A.—I am pleased to inform you that at 
long last our patience has been rewarded. 
You may recall that in 1952 arrangements 


British Time Lock bearing our name and now 


were made to market our goods and others 
made to our design under the name of Chubb 
Steelage. In the interim we have done much 
to encourage our Indian friends in the manu- 
facture of high-class security work on similar 
lines to that produced in our British factory. 
A few weeks ago Chubb Steelage was awarded 
a large bank contract, which we hope may be 
the forerunner of other similar business. 


Tribute to Management and Staff 


It is impossible for me to mention all those 
who have contributed to the satisfactory 
result of our year’s trading. I feel, however, 
that the occasion should not pass without 
recording our gratitude to our Deputy Manag- 
ing Director, Mr. L. W. Dunham, who, to a 
large extent, is responsible for the increased 
turnover. But, increased sales are useless 
without the close and active co-operation of 
the Works, and Mr. G. A. Lemon has done all 
and indeed more than was asked of him. We 
extend to both these gentlemen our warmest 
thanks as well as to the staff and other em- 
ployees who have worked with pride and a will 
that your Company should continue on the 
road of increased prosperity. 

The report and accounts were unanimously 
adopted; the retiring director, Mr. James 
Henshilwood, was re-elected; and the re- 
muneration of the auditors, Messrs. Ogden, 
Hibberd Bull & Langton, was fixed. 

At the Extraordinary General Meeting which 
followed, the resolutions, dealing with the 
capital alterations were duly passed. 








For 


PHONES: RENown 5813pbx 
CABLES : TEMTUR, LONDON 





AIR CONDITIONING 


Banks 

Factories 

Hotels 

Restaurants 
Offices 

Hospitals 
Department Stores 
Board Rooms 
Clubs, etc. 


THE BEST EQUIPMENT FOR ALL APPLICATIONS IS SUPPLIED BY 
TEMPERATURE LTD. 


TEMPERATURE LTD. 
BURLINGTON ROAD, 
FULHAM, LONDON, SW6. 








xxxiii 























REVIEWS 


of the SWISS OFFICE for the DEVELOPMENT of TRADE 


Zurich and Lausanne 
“SWISS INDUSTRY AND TRADE” : 


Surveys Switzerland’s economic situation and development; gives general infor- 
mation concerning her industry, trade and national life. Issued three times yearly 
in English, French, German, Italian and Spanish. 

Abroad: Address registration fee covering a two-year period: S. frs. 10.—. 


“SWISS TECHNICS ” : 


A journal edited in collaboration with the Swiss Association of Machinery Manu- 
facturers in Zurich. Notes on Swiss technical innovations. Articles concerning 
the construction of new machines, etc. Issued three times yearly in English, French, 
German, Spanish and Portuguese. 

Abroad: Address registration fee covering a two-year period: S. frs. 15.—. 


“TEXTILES SUISSES ”’ 
A specialised trade journal, richly illustrated, giving information on all matters 
concerning the clothing and fashion trades, following the latest developments in 
the textile trade. A quarterly publication issued in four editions: English, French, 
Spanish and German. 
Abroad: Annual subscription rate: S. frs. 20.—. 


For all information please write to: 


SWISS OFFICE FOR THE DEVELOPMENT OF TRADE 


Editorial Department 
Place de la Riponne 3 LAUSANNE 
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30 NEW BRIDGE STREET, LONDON, E.C.4.__ Tel: City 1107 %* Single hand operation 
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A bank with branches all over 





the world 


For over forty years The First Nationa! City 
Bank of New York has been developing a 
global network of overseas branches. 

There are now fifty-eight of these branches 
in twenty different countries throughout the 
world. In addition, nearly three thousand 
banking correspondents — reporting from 
every commercially important city of the 
globe — are in constant touch with Head 
Office in New York. 

The First Nationa! City Bank can, therefore, 


offer businessmen with international interests 
—and particularly those engaged in the vitally 
important trade with dollar areas — the sub- 
stantial benefits and invaluable local market 
knowledge of such a system. 

The specially qualified staff of the London 
office will be glad to place at your disposal the 
long experience, resources and facilities of the 
organization. Wherever your interests lie and 
whatever they may be, The First National 
City Bank is anxious to help. 


The First NATIONAL CITY BANK of New York 


(ESTABLISHED 1812) 


Incorporated with limited liability under the National Bank Act of the U.S.A. 


Head Office: 55 WALL STREET, NEW YORK 
London Offices — City: 117 OLD BROAD STREET, E.C.2 West End: 11 WATERLOO PLACE, S.W.1 


FIRST IN WORLD-WIDE BANKING 
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Stripey 


A bequest for seamen’s welfare ? Excellent ! 
But there are so many admirable societies working 
in this field. The most experienced of bankers 
would find it confusing, were it not for King 
George’s Fund for Sailors. This central fund 
for all sea services supports the work of more 
than 120 welfare and benevolent societies. It is 
always informed of their needs, and makes 

grants accordingly. You can tell your client that 
there is no surer way of helping our seafaring 
community than a legacy in its favour. 


King George’s Fund for Sailors 
1 Chesham Street, London, S.W.1 


THE BANKER 


is obtainable from booksellers or newsagents, 
or from The Publisher, 72 Coleman _ Street, 
London, E.C.2, for 30s. per year, post free. 
Trial subscription 15s. for 6 months, post free. 











For the convenience of overseas readers, 
subscriptions can be paid in local currency 
to any of the following addresses: 


U.S.A. British Publications Inc., 30 East 60th Street, New York 22. 

Canada. Wm. Dawson & Sons Ltd., 587 Mount Pleasant Road, Toronto 12. 
France. THE BANKER, 20 Place Vendéme, Paris. 

Germany. THE BANKER, Siebengebirg-strasse 5, Bonn. 

Belgium. W. H. Smith & Son Ltd., 71/75 Boulevard Adolphe Max, Brussels. 
Switzerland. Azed A.G., Dornacher-strasse 62, Basle. 

Italy. Messaggerie Italiane S.p.A., 52 Via P. Lomazzo, Milan. 

Greece. International Book and News Agency, 17 Amerikis Str., Athens. 
Brazil. R. B. Turnbull Ltda., Praca da Republica 148, Sao Paulo. 

Egypt. George Avartis, 8 Boulevard Abbas, Heliopolis. 


Or from Newsagents in all countries. 
If any difficulty is experienced please notify The Publisher, 72 Coleman St., London E.C.2. 




















